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FOREWORD 


T he first issue of The Economist bore the date of Septem¬ 
ber 2, 1843. Had the centenary fallen in peace-time, it 
would have been commemorated with all the amplitude that 
wider leisure and infinite paper could make possible. In the 
conditions of total war a more modest memorial is necessar^^ 
'I'he essays brought together in this book have been written 
under difficulty. Many of the contributors arc engaged in 
National Service; all have been without the c.xtcnded leisure 
and the research assistance with w hich such undertakings are 
usually provided. Reference to the files of The Economist 
itself has not been easy; since the raid of May 11, 1941, 
which entirely destroyed all its physical property, the paper 
has not possessed a complete file of its century of volumes, 
and contributors to this Iwok have been dependent on the 
kindness of the very few libraries where a complete set is, 
in war-time, to be consulted. 

In these circumstances, the debt of gratitude that is owed 
to the authors especially to those of them whose only con¬ 
nexion w ith the paper is that of reader—is very' great and is 
here most imperfectly discharged. If this commemoration is 
incomplete, it is not due to any lack of scholarship in these 
es.says, but simply to lack of the man-power in skilled excava¬ 
tors that would l>c required to dig out of the scanty and scat¬ 
tered records a more detailed account of the paper’s life 
extending over 5,218 weekly issues. 
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rilK ECONOMISr, 1843-1943 

By THE EDITOR 

I 

M OS'l' of the essays in this volume, as is natural, 
look backwards. Hut a centenary is a milestone, not 
a terminus; it is an opportunity for pause in a journey that 
will continue. To the journalist, more than to most men, a 
pause for taking stock should he welcome, since it is in the 
nature of his trade that he cannot stop. More than for most 
men, 'I’ime’s winged chariot is ever at his hack. Rarely does 
he have a chance to lift his eyes from the immediate road, 
to look at the wider horizon and to ask himself where he 
is going and for what purpose. 

Perhaps it is a salutary preliminan," for the journalist to 
ask him.self whether it is more than a delusion of vanity 
for him to have any further purpose, whether his trade 
has any closer connexion with the verities, eternal or tran¬ 
sient, than other men’s trades. True, from the birth of 
journalism its main impelling force has been the urge to 
advance a cavisc. True again, if the writer lets himself be 
misled by the mutual admiration or at least the mutual 
awareness of the writing fraternity, he will easily assure 
himself that the world waits upon his words. His tKCupa- 
tional ilisease is vanity. Hut nt) writer who is frank with 
himself can be entirely free from doubts. In his hurried 
progress from notion to sketch, from sketch to article, from 
article to galley-proof, from pro<»f to publication, he has 
little enough <»pportunity for thought or for more than 
superficial reflection. And when, once in a while, he is 
seized with the apostolic fervour of an Idea, and he puts 
it down in burning prose and wails for the reaction from 
an aroused public it is just at these moments that the silence 
of the public response can be deafening. 

I)«H*8 a journal even a self-conscious journal of opinion— 
have any influence on the course of events? If not, then 
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there is little purpose in wasting time or space in discussing 
where that influence should be cast. 'I'he journal will still have 
a useful function to discharge in collecting information, col¬ 
lating facts, and interpreting events; but the editorial opinion 
will be a mere vanity of the spirit. Kveiy serious journalist 
should ask himself this question and test his answer \cry 
carefully. But in the case of The Economist the answer must 
be that, if a journal can have no influence, then the work of 
a hundred years has been wasted and generations of readers 
have been content to buy the paper in misconception of its 
editors’ purpose. 'I'he journalist, it is true, can rarely hope 
to create public opinion by changing men’s minds to a view 
they would not otherwise have held. In overwhelming 
measure, he preaches to the converted. But he can hope to 
help in the development of opinion. It is an encourage¬ 
ment even to the most self-reliant pioneer to see his views 
echoed in print. A vague current of thought can be crvstal- 
lized into an accepted doctrine by a steady process of 
weekly statement and re-statement. Doubts can be resolved 
and obscurities enlightened by the progressive interplay of 
mind between writers and readers. It is seldom given to 
the journalist, as it sometimes is to the statesman, to change 
the course of history by a single utterance, riie effect of 
the ‘sen.sational revelation’ or of the thundering leader is 
rarely significant and still more rarely lasting. 'The journ¬ 
alist’s technique is that of the steady dripping that wears 
away the stone rather than of the thunderbolt that cleaves 
it. But that he has his part to play in marshalling the 
stragglers of thought into an ordered array <»f opinion can 
hardly be doubteil. 

I’he journalist should not aspire to be an original thinker. If, 
by accident, he is guilty of original thought, then it is not 
in his capacity as a journalist; for original thoughts, almost 
by definition, make poor journalism. What he should aspire 
to be is the general practitioner of ideas. He is almost 
always earliest iiprin the scene of events; he is the first to be 
smt for when something has happened. lie makes the pre- 
liminar)' diagnosis, and upon the treatment he prescribes 
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at the start often depends the ultimate disposal of the case, 
however eminent the specialists who may later be summoned. 
It is not the general practitioner’s duty him^lf to advance 
the progress of human knowledge. But it is his duty to keep 
himself informed of what comes out of the clinic and the 
laboratory' and to be ready to use it in daily practice. He 
should be qualified by a broad and searching early training; 
he must be able to distinguish the brilliant hypothesis from 
the tried and tested doctrine; he must be able to see the 
specialist’s work in the perspective of a wider horizon; and 
he must be able to adapt the hard objectivities of science to 
the infinite variety t)f human subjects. 

'I'his last duty is the most important of all. .And it is more 
important in social affairs than in medicine, for while the 
medical scientist, however secluded in his laboratory', can¬ 
not for Iting forget that he is dealing with human beings, 
the social scientist c«)njures up his abstractions— ‘the con¬ 
sumer,’ 'the producer,’ or ‘the elector’- and too often 
forgets to re-convert to humanity. The journalist has the 
duty, not merely of interpreting the scientist to the public, 
hut of interpreting the public to the scientist. He is—or 
shoiild be the link between the theorist and the politician, 
between the practitioner of logic and the artist of the 
humanly jH)ssible. He has the advantage over the politician 
<if not being tied to the next (Icneral Klection -and he is 
right to use it to press the politician to attempt the impossible. 
He has the advantage over the theorist of being compelled 
to cfinvince. or at least to interest, a large audience at short 
intervals and'he is right to use it to insist upon the im¬ 
portance of the actual ami the practical. 

11 

Of the two opposing dangers—-lack of a further vision and 
lack of practicality it is difficult to choose the more, menac¬ 
ing. l-'cw spectacles can be more distasteful than the 
journalistic defender of things as they are, the hack who 
.sells his pen to the lortl of the moment. 'I'hc printed word 
has always been the chief lieutenant of discontent, and if 
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the hope of better things cannot find a lodging in the press 
much of the leaven will have gone out of society. But per¬ 
haps, even when the strongest case has been made for the 
virtues of the discontented critic, the intellectualist fallacy 
remains the greater danger. It is so fatally easy to imagine 
that a clear argument, with its evidence neatly marshalled and 
its conclusion impeccably based on the soundest logic, can by 
itself, and without further human intervention, decide the 
matter. Those who live by the pen are prone to imagine that 
all men seek their fulfilment on paper. But men are led by 
men; for every one who is swayed by intellectual conviction 
there are a thousand who are moved by fear or loyalty, by 
greed or pity, by love of self or love of party, or by emotions 
which escape still further from the scholar's categories. In any 
issue of public policy or of scK'ial organization, the purely 
intellectual problems of deciding what should be done are 
as child’s play beside the human problems of getting it 
accomplished. The politician the man who gets things 
done—-has never received from the academics a due recogni¬ 
tion of his importance to society. Indeed, the service he 
renders can only be seen by negative reHecti(»n from the 
disasters that overtake society when chance t)r the accidents 
of revolution hoist the intellectual -the man of ideas 
into the saddle. If the journalist is to lean one way or the 
other between the scientist and the statesman, if he should 
partake more of the one nature than of the other, then his bias 
should be political. Indeed, it must be; for if he stays too 
long out of touch with actuality, his audience will depart. 

'I’he intellectualist fallacy was a j»eculiar danger for any 
journal founded in 1843 to cover the field of political 
economy. I’herc can surely never have been a time, or a 
department of public policy, when purely academic thought 
had a greater influence than was then pos.sessed by the 
school of Richard Cobden, John Bright, and John Stuart 
Mill. A journal founded to support their views was fotmded 
upon doctrine and was in grave risk of being doctrinaire. 
If it has avoided this pitfall and lived a hundred years - it 
could not otherwise have done so--the chief credit belongs 
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to the safeguard which the founders themselves erected, 
'i'his safeguard consists in the quantitative approach and 
the constant appeal to statistics. The Economist was barely 
two months old when its first statistical supplement appeared; 
its inde.\ of wholesale prices was the first in any country to 
he rcKularly calculated and published. From the start it was 
the deliberate purptese of the paper to put every argument to 
the test of the facts so far as they could be ascertained, and 
if they were not readily available to go in search of them. 
Something of this intention is possibly to be read into the 
choice of title for the paper. ‘ICconomist’- especially without 
the adjective 'political’ did not then so fully as now mean 
a specialist in a recognized branch of academic knowledge. 
It indicated a cast of mind in approach to all problems, 
rather than a speciali.st profession in .some. It is true that 
in 1843 half a century liad pa.ssed since Burke lamented that 
the age of chivalry had gone and ‘that of sophisters, econo¬ 
mists and calculators’ succeeded, hut something of the same 
nteaning clung to the word. .An economist was a particular 
variety of philosophic radical, one who believed in testing his 
sophistry against his calculations. 

'I'his contention is borne out by the character that the 
paper has always had. It has never been confined to matters 
which would now be regarded as 'economic'. .Almost from 
the start it carried the sub-title ‘.A Political, Literary and 
(ieneral Newspaper’, and the first week’s issue dealt with 
matters as far removed frotn econcunics as the movements of 
the Royal l-'amily, a numlrer of ‘dreadful murders’, parlia¬ 
mentary debates, and political reports from the Continent. 
'While we advocate and disseminate correct principles’ the 
Preliminar)’ Number had said, ‘it is also a specific part of 
our plan to render it a medium of practical usefulness to 
commerce, manufactures, and agriculture, on a scale not 
hitherto attempted; and also to combine with these the 
political and general views of the week’. Under Bagehot’s 
care the political and literan,- side of the paper flourished. 
He wrote it for business men; but he did not exclude from 
it anything in which the intelligent business man might take 
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an interest. ‘Political articles,’ he wrote in a private memor¬ 
andum in 1873, ‘if properly written, are a material support 
to the paper and strengthen its circulation; indeed, if politics 
were abandoned, there would be a universal impression 
that the paper had changed its character and was going down.’ 
From time to time in modem days, when The Kconomist is 
dealing with matters of }X)Iitical controversy, the Editor is 
bidden by some irate corres|M)ndent to cease meddling with 
what is not his concern and to stick to his last of ‘economics’. 
I'he answer to such complaints is that The Economist was 
not intended by its founders to reflect, and does not now 
reflect, the narrow meaning that the twentieth century puts 
upon its title. In 1843 and in 1943 province is the whole 
of public affairs more especially the three subdivisions of 
politics, economics, and international affairs. I^ach of these, 
however, it attempts to approach in the spirit of ‘.sophisters, 
economists, and calculators', arguing not a priori luit by 
reference to the facts, preferring the inductive to the de¬ 
ductive, ever ready to test a theory against the record (if 
the figures. 

'Phis factual and quantitative approach is a very’ large 
part of the journalistic tradition of The Economist. Indeed, 
the paper can almost claim to have been the pioneer in 
quantitative thinking on .social, political, and economic 
problems in this country. .-\s Sir John C'lapham points out 
in a later essay in this volume, 'The Economist is as valuable 
a quarry of hi.storical fact over the past century as any other 
source, and for quantitative facts it is sometimes the only 
source. It is true that even those who most diligently collect 
the facts of reality can often most blindly ignore them when it 
comes to the spinning of theories or the building of generali/a- 
tions. The Economist has not been, and doubtless is not, 
immune from this fault. But there is a point beyond which 
the facts cannot be ignored or distorted lo fit a theory, and 
the constant preoccupation of the paper with recorded truth 
has undoubtedly worked to save it from excess of error. 
This tendency was, of course, powerfully assisted by the 
stamp that Bagehot put upon the paper. Few men can 
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have been less dcK’trinatrc tlian Walter llagehut. In his 
work both on politics and on finance his role was to correct 
the doctrines of the day by comparing thcm’with the actual 
practices he had observed, and innumerable examples could 
l>e quoted from the files of The Kcon'jtnist in the sixties and 
seventies of some cherished theory neatly exploded by the 
impact of a hard fact. 'I'hc appeal to statistics is now so 
completely accepted a weapon of all social inquiry that it is 
difficult to reali/e how sharp a departure it was from the 
familiar modes of 1H43, or how nearly unique is The Econo¬ 
mist's claim to have navigated a century, not by dead reckon¬ 
ing but by constant and careful observ-ation of all that was 
to be seen above its horizon. 

There is another sense in which the intellectualist fallacy 
is an ever-present danger. 'I'he task of a paper with a purpose 
is twofold. It must expound, and play its part in developing, 
the doctrines in which it believes; and it must attempt to 
increase the pre.ssure of electoral steam behind them. 
Kxposition and exhortation arc alike its duties. In 1X43, 
if political pressure in favour of any order of ideas was to 
Ik* created, it was in the professional and mercantile class 
that it had to be generated. 'The infant Economist was 
directed to precisely this class; in 1X43, only eleven years 
after the Reform .Act. it was a new journalistic formula, and 
a directly effective one. In 1X73 Hagehot could still write 
‘it is among them (men of business] and antong them only 
that The Economist will ever circulate’. The formula is 
somewhat wider, but still substantially the same to-day; 
The Economist is still written for, and read by. merchants, 
bankers, business men, administrators, civil servants, and 
professional men and women. Is this an example of the 
intellectualist fallacy, in this age of universal suffrage? Is 
the fonnula still right? It is not wholly wrong; for the 
opinions formed in these circles are many times more influen¬ 
tial than their numbers would warrant, and any attempt to 
pursue a cause which ignores ‘informed t>pinion' is likely 
to be futile. Whether this will still be trtie after more than 
two generations of universal elementary education anti more 
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than one of widespread secondary education is rather more 
op>en to doubt; but at least for the present the ideas of 
Britain are still the ideas of the middle and professional 
classes, and it is to them that the expositor and the advocate 
must turn Hrst. But is it to them alone that he must address 
himself? Must he not pitch his voice in two keys? Is not 
the duty of those who, in 1943, same ultimate 

purpose as James Wilson had in itS43. not nierely to continue 
to cater for Wilson’s audience, hut also to speak the same 
message in simpler terms to a wider audience? 'I'his is a 
question that The Economist's second century will have to 
answer. 


Ill 

'rhere is one vital respect in which the analogy between 
the general practitioner of ideas anil the general practitioner 
of medicine breaks down. 'I'he journalist has to choose 
which ideas he will proi^ound. 'I'here is. of course, such a 
thing as ‘objective’ journalism. Hut where it is not a sham, 
it is lifeless. If a man takes as his materials the colour and 
movement and passion of human lives and social stirrings, 
then either he is an artist and puts something of himself 
into his work, or he is nothing at all. Hut in any event the 
question di^es not ari.se in the case of The Economist, which 
was an organ of opinion from the start. It was founded to 
advance a ver\' definite and bitterlv contested view and has 
never since shrunk from controversy on great issues or small. 

.At the same time, a clear distinction must be drawn 
between the journal with a definite policy which The Econo¬ 
mist has always been— and the propagandist organ which 
The Economist has always avoided being. ICven in its earliest 
months, when it was virtually a house organ of the Anti- 
Corn Law' League, its tone was judicious and its interests 
far wider than the immediate argument. Moreover, the 
battle for free com was won before the paper was three 
years old and the league was dissolved. 'I’his early victory, 
the paper’s preoccupation with the ob.servation of fact.s, and 
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the nature nf HaRchol’s balanced mind, preserved it from 
any infection of partisanship that might have been latent 
from its early infancy. In its first fifty years The Economist 
was certainly not biased in matters of party. A Conservative 
Prime Minister gave it what it was founded to demand. James 
Wilson was a member of a Liberal Covernment. Bagehot 
once stood (unsuccessfully) as a LilK'ral candidate, but he 
was not a keen party man. For the greater part of the second 
fifty years, it is true, the development of economic controversy 
in politics drove The Economist on to the Liberal side, but the 
assc^iation was never closer than one of common outlook. .And 
now that the lines of political and economic cleavage between 
the parties are differently drawn and The Economist finds 
itself once more in a position of independence, it can enjoy 
the comforts of being back in its spiritual home. 

'Fhe policy of 1X43 is thus, at least in this respect, the 
policy of 1943 to hold opinions, to hold them strongly and, 
if need be, to express them strongly; but to have as few 
prejudices as possible and certainly no party prejudices. 'I'he 
obserx'ance of this fi)rmula cannot, of course, be guaranteed. 
'Fhc frontier between opinion and prejudice is not one that 
all men will draw in the same place. Aloreover the attitude 
of a journal is not composed of single declarations or mani¬ 
festoes, but of the cumulative effect of small touches laid 
on weekly by a restless brush. .Almost everything therefore 
depends u|X)n the lulitor. The position of Editor of The 
Economist must be unique in journalism. 'Fhe greatest care 
is taken in selecting him, the agreement being required not 
only of the Board of Directors of the proprietary company 
but also of an entirely independent Board of Trustees. Once 
appointed, the same agreement between Directors and 'Frus- 
tees is required to remove him. 'Fhc position is therefore 
one of the greatest freedom and security. Whether Bagehot 
would have approved these methods of selection is perhaps 
doubtful. In his memorandum of 1873 he declared em¬ 
phatically that ‘no reliance must ever be placed on a mere 
salaried manager or editor. 'Fhc proj>erty is a very delicate 
one and might easily he ruined by a jHrrson who had no 
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interest in it before the parties interested were aroused ti> 
prevent it.’ Hut he makes it clear that his reason is that 
The Economist was ‘the only iinancial journal in luirope 
which had not a shop behind it’ and that ‘such a [lerson (i.e. 
a salaried Editor) will in specidative times be very likely to 
establish a “shop” which might easily at such moments be 
made very much more profitable than the Editorship of the 
paper. But the effect would be the ruin of the paper.’ Such 
was the pervasive influence of the ‘economi*' man’. In the 
twentieth century the chosen method to maintain the reputa¬ 
tion of the paper is almost the opposite of Hagehot's. 'I'lie 
present-day editor is deliberately placed in a fiosition of 
greater freedom and security than any other ‘mere s;daried 
editor’ in the countrv'. Hut in one supremely important 
sense his freedom is closely hedged. It is impos.sible to 
succeed to the direction of a paper which, over so long a 
period, has enjoyed such respect and exhibited such indi¬ 
viduality, without feeling the influence of the paper’s perstm- 
ality on every week’s issue. Not only successive editors, 
but all members of the staff who have remained with the 
paper long enough to come under the spell, have the s;ime 
strong feeling of being the servants, rather than the masters, 
of the paper. This feeling is heightened by the long-standing 
and very rarely broken tradition of strict anonymity. Hut it 
is something far stronger than can be explaineil on that score 
alone. No one can serve The Economist without being 
conscious of the verv' real presence of a jiersonality about the 
paper itself, and of an accumulated momentum of thought 
and iK'lief which takes possession of the w riter (»f the moment 
and bears him along. It is this momentum, this moving 
tradition, not the views of the Editor, that determines the 
policy of The Economist. 

What, then, after a hundred years, is the paper’s policy ? 
'I'here was no doubt at all what it was at the start. The 
Economist believed in the policies of Richard Odnlcn anti 
John Bright, in free trade, free enterprise, and political 
reform at home, in peace, commerce, and fraternity abroad. 
Even so. it did not always succeed in pleasing its own patrons. 
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As early as October 1846, C’olulen was already writing to 
Bright, with reference to James VVils(jn:_ ‘I fear it is Ux) 
much to expect any man to live in London in the atmo¬ 
sphere of the clubs and political cliques, and preserve 
the independent national time in his paper, which we had 
hoped b)r in The Economist.' ('I'he occasion of offence 
was the Spanish marriages, and to this day Spain re¬ 
mains a stone for stumbling.) 'I'here are some who, from 
time to time, make it a reproach that the policy of the 
paper is not now exactly what it was a centurv’ ago. But it 
could not be so. I'or <»ne thing, a weekly journal, which 
relies for its existence r>n wooing the reader afresh each week, 
can never afford to stand entirely still. For another, not 
even the critics remember the full detail of the policies of a 
hundred years agf). 'Suffering ami evil’, wrote The Economist 
in 1S48 it was pnibably James Wilson himself ‘arc 
nature's admonition.s; they cannot be got rid of; and the 
impatient attempts of benevolence to banish them frt>m 
the world by legislati<*n, before benevolence has learned their 
object and their end. have always been productive of more 
evil than good ’ Wilson’s obiter dictum was called forth by 
a I’lddic Health .\ct which dealt, he said, with ‘a great 
variety of matters which we cannot even enumerate, 
without crowding our space with a catalogue of some¬ 
what offensive words'. 

Tt) profess in 11)43 the views of Jamc's Wilson unchangcti 
wouUl not he hiyalty to the founder’s wishes; it would not 
even be crusted conser\ atism, but the extreme of eccentricity 

and incidentally journalistic suicide. With a j<»urnal that 
is still ver\- much alive after a hundretl years, the tpiestion 
is not whether its policy has changed but whether it has 
changed in the right direction, llisttiry being a moving 
stream, c>nc should not expect the breadth or current of the 
river nor the scenery on its banks to be the same now as 
they were such a long way back. The only important 
question is whether it is the same river, coming from the 
same source and moving towards the same sea. whether 
James Wilson and Walter Bagehot, if they could have 
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Stayed so long with the bark they launched and steered, 
would also have found themselves where The Economist is 
to-day. 


IV 

Questions such as these cannot be answered with any dog¬ 
matic certainty. Views will differ on what, in the opinions 
of a hundred years ago. can be accounted fundamental 
principles to be preser\ed, and what can be dismissed as 
the mere temporary- form of expression that those principles 
took. But perhaps the final test is intention and The Econo¬ 
mist of to-day is not conscious of any ancestry other than the 
great ideals of liberal thought. 'I'he changing details of policy- 
over the last hundred years are all a steady development from 
the basic principles of a century ago. .And those basic prin¬ 
ciples themselves come down, in substance, to two only, the 
principles of liberty and of the common interest. The 
experience of a century has changed the expression of these 
principles; the objective has been broadened and the methiKls 
have been modified. But the principles stand unshaken and 
are the basis, in 1943 as in 1843. on which The Economist 
takes its stand. 

Liberty, as has so often been said, is not an end in itself. 
Mankind itself is the end, and the defence of liberty reposes 
on the faith that there is some divine spark in every human 
breast, that the purpose of life is the fullest development 
and expression of human personality, and that no human 
law can rightly set limits to the human spirit. Liberty, it 
is true, is only a negative means to this end; but the twentieth 
century', having (as many centuries before) made this dis¬ 
covery, is in some danger of forgetting that, negative or not, 
freedom is an essential condition of the full flowering of the 
human spirit. It may not be all that the I'nitcd Nations arc 
now fighting for; but it is the very touchstone of the great 
conflict of principle that has been raging in the world for 
much more than four years and will continue for many 
years after Hitler is a memory, 'fo say that The Economist's^ 
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policy has always put freedom first is not to make a meaning¬ 
less declaration of formal faith; it is to take sides in the most 
hotly controverted question of the present day. 

'riiere have, of course, been changes in the course of a 
century in the exact meaning to be attached to the word. 
Not all of these changes, however, are quite as new as is 
often thought. It is fashionable, for example, to declare 
that the nineteenth century concentrated on political free¬ 
dom to the exclusion of economic freedom, without which 
it is of no effect. But this was no novelty to James Wilson; 
on the contrary’ it was the centre of his doctrine. ‘If we look 
around us at home’, he wrote in the peroration of the 
preliminary Number of The Economist, ‘we see ignorance, 
depravity, immorality, irreligion, abounding to an extent 
disgraceful to a civilized country; and we feel assured that 
there is little chance of successfully treating this great 
national disease while want and pauperism so much al'mund: 
we can little hope to improve the mental and moral ettndition 
of a people while their physical state is so deplorable.’ 'I'he 
language is. perhaps, a little archaic; but the sentiments 
are unmistakably modern, and James Wilson would have 
quarrelled with the latter-day Swialists not on their objective 
but only on the ntethod they propose for attaining it. 

On the i.ssue of methods, too, there have been changes in 
the definition of freedom since 1S43. If the ultimate aim 
remains unchanged as the fullest expression of the human 
spirit, it is no longer held in any quarter to-day that the 
m«)st direct method of attaining it is to reduce to a minimum 
the amount of social organization and leave the consum¬ 
mation to the Hidden 1 land. ()rganization. even compulsory 
organization, is not an offence against freedom. ‘'I'hat man 
is free’, 'I’. 11 . (*reen wrote, 'who is conscious of himself as 
the author <»f the law which he olxys.’ The test of freedom 
to-day is not the absenc e of const raint so much as tive presence 
of consent. If the citizens <»Y the community, as free indi¬ 
viduals, freely decide that their purpose of self-expression 
and self-development can best be served by using the 
organizing powers of the State, no liberal who values his 
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ultimate faith more than any temporary expression of it will 
wish to stand in the way. 

The second great principle, that of the general interest, 
has also had some modification of interpretation in a hundred 
years. But it was and is at the foundations of The Economist's 
policies. In these cynical days the Marxist interpretation 
of historx’ has popularized the view that the doctrines of 
the Manchester School were an open and deliberate attempt 
by the manufacturing interest to enrich itself at the expense 
of others. 'Phat was certainly not the intention of the 
founder of The Economist. It is impossible to read the 
Preliminar\’ Number, in which James Wilson set out his 
faith, without gaining the conviction that it was the general 
interest of the whole people, rich and poor, town and 
countn.-, capitalist and labtuircr, that he had at heart, llis 
objection to the C'orn Laws was n(»t that they enriched a 
class other than his own, for he denied any such enrichment 
- 'the agricultural interest . . . was involved in the common 
lot of increased char«es, diminished demand and Uncer prices : 
and thus the narrow policy of restriction and protection 
worked mischief to all, benefit to none’ (italics in the 
original). 'I'he objection was to restriction as such ‘all 
the up-heavings and convulsions in the country were but 
the external symptoms of the tierce stniggle which was going 
forward between our rapidly-advancing productive power ... 
and the principles of restricti«)n and monopoly, blindly and 
vainly attempting to confine them to their ancient and narrow- 
limit, a severe contest between intelligence, which pressed 
forward, and an unworthy, timid ignorance obstructing our 
progre.'Mi.’ 'I'he .sentence might almost be taken from The 
Economist of 1943, which still .sees its chief enemies in ‘the 
principles of restriction and inonoptdy’. This insistence on 
the common, general interest was at the very r(»ot of 
Wils<in’s laisser-jaire. If he was at fatilt, it was, once 
again, in the methods he thought wendd achieve the desired 
cxpansitmi.st iwdicy, not in the goal that he set f»)r economic 
pr>licy. 
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'I'hc combination of freedom and the general interest 
can never make for a static policy or an unchanging set of 
ideas. Those who lielieve that the people have a right to 
hay what they want in their social, political, and economic 
arrangements must expect the immediate aims of policy 
to change as the c<jmmunity changes its composition and 
desires. 'I'hose who put the serxice of the general interest 
above abstract theories must expect to change their methods 
i.t accordance with experience. A philosophy founded, as 
’t'he Kc(mamist\ has always been, on these two principles is 
necessarily an expanding, developing, and progressive force. 

'The great change that has come over the attitude taken 
towards (lovcrnment ’interference’ in economic matters is a 
ca.se in point. \ centurx ago liberty and the general interest 
were both be.st served by escape from the control of a State 
whose policies were restrictive and unduly subservient to a 
sectional interest. To-day theecononuc and social di.sastersthat 
follow from or at least are not prevented by— the absence of 
any purp«)sive direction of economic affairs make some inter¬ 
vention by the State once more seem desirable, while the great 
improvements in social anil administrative techniques make 
the State’s interventi<nis less clum.sy. IAiisur-jairc has been 
discovered to have certain disadvantages that Wilson cither 
ignored or rated tin) low. (.'hief of them are the irregularity and 
inetpiality (*f the society it breeds; and the community of the 
twentieth century has come to regartl the abolition of inequality 
and insecurity as aiins ranking equally w ith that abolition t»f 
poverty which .seemed, a hundred years ago, to standalone. 
The expanded meaning of the objective, the im|H‘rfcctions 
discovered in one method of attaining it, the great improve¬ 
ments in the other all these justify a shift in emphasis, and 
The Ecotumtis! of to-tlay gives an ungntdging blessing to certain 
wirle extensions «>f State control for precisely the s;ime funda¬ 
mental rea.sons as led Wilson and Hagehot to advocate the maxi¬ 
mum of hiisser-ftihe a luuwlred years ago, because that seems 
to be the surest way of serving liberty and the common good. 
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It must not, however, be thought that The Economist has 
now been converted, or that it ever could be, to belief in 
collectivism in principle. That would be a mistake as grievous 
as adherence to laisser-faire as an immutable principle in its 
own right. The tide may very well turn once again, and the 
State may once more become the instrument of restriction. 
Indeed, there were some signs in the economic jxilicies of 
the decade before the present war of precisely that. It is 
perhaps too early to say that the fostering of monopoly in 
recent years has been deliberate, or more than the fruit of a 
fleeting absent-mindedness. But if events prove that restric¬ 
tionism and monopoly are organically in.separable from 
Government intervention in the economic field, then it will 
be the duty of The Economist to that extent to swing back 
towards the purest individualism. Neither extreme in method 
will secure the ultimate purpose. Just as. in political matters, 
the soundest course is compounded of elements both of 
Freedom and of Order, so in economic policy it is neces,sary 
to secure a just balance between uncontrolled individualism 
and the 'piirposive direction’ of the .'^tate. 

'Fhe argument for free trade between nations was. from 
the start, a special case of the general argument for freedom 
from restriction. But it was al.so, from the start, something 
much more. It was part of a dream of univers;d concert. 
'Fhe vision has not faded. The Economist was, is, and (if 
it is true to itself) always will be, internationalist by faith. 
It was and is internationalist in politics and in economics. It 
believes that the peace and the wealth of the One depend 
up>on the peace and the wealth of the Many. If there have 
been any changes in the paper’s attitude over the hundred 
years, they are changes only in techniques and in the speed 
of approach to the goal. 'I'hc centurv' has broiight its 
disillusionments. It has compelled a realization that, in a 
policy of peace, there must be a place for the sword, and that 
lin a policy of plenty there may be a place for restraint. 
The retreat from the absolute is not a comfortable journey, 
and in the attempt to prevent the perfect fn>m being the 
enemy of the good there arc many awkward exercises in 
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judgment to l)e surmounted. But the objectives have never 
varied from the first issue of The Economist to the present day. 

VI 

'I’here is, then, an inner consistency running through the 
policy of The Economist over the whole hundred years. 'I'he 
goals of the policy are the same to-day that they were then. 
What has changed is that the tests to he applied to methods 
of attaining those goals are more complex. 'I'here is no simple 
touchstone, no absolute laws to be applied without variation. 
Judgment and reason must now play larger parts, doctrine 
and dogma give less assistance. The greater is the need for 
careful balance in opinion and the most scrupulous im¬ 
partiality in verdict. The greater is the responsibility of the 
journalist. Those who now .ser\ e The Economist are conscious 
every week of that responsibility and eveiy’ week resolved to 
consult the high tradition of the paper in bearing it. 

'I’his is a more sceptical, a more cynical age than that of 
1S43. The problems are more numerous and more difficult. 
There is less confidence in the power of mere man to master 
his environment and control his own inventions. 'I'he triumph 
»»f mind over matter, of g«M)d over evil, of light over darkness, 
seems less certain to-day than it did a century ago. 

Hut the faiths ami the hopes of 1.S43 still stand. 'I'he 
public affairs of the great community are not the senseless 
stirrings of the ant-heap. They are still the mechanism of 
progress and the instrument of destiny. It is still possible 
by social action to create a world of justice, freedom, and 
fraternity, and of material welfare. \\'e refuse to I'wlicve 
that this is the evening of a civilization; we have perhaps 
lost the freshness of morning, and in the heat of the day the 
going is harder than it was. Hut high noon is yet before us 
and, given clear thinking and courage, we have yet to see 
the best of the journey. 

In this great caravan, the journal of opinion, if it be 
humble and honest, has its place. The Economist has stayed 
with the caravan for longer than is given to most. It hopes 
to stay a great while longer. 


C 



A HUNDRKD YKARS 

By T!iK UKi'i TY EDITOR (/« Collaboration with a. ii. itiapman) 

I 

T he purpose of this brief essay is to sketch the character 
and chronology of the men who directed and wrote The 
Economist during its first hundred years. It is considered by 
many to a quality of the soundest journalism that it should 
be anonymous, and almost throughout its career the articles 
in The Economist have gone unsigned. I here is little doubt 
that this impersonality has made possible a continuity of tra¬ 
dition, a balance of judgment, and a weight of influence that 
could not have been achieved by the more nuKlern fashion 
which causes journals to be a paraile of names, and presents 
their readers with a symposium of personal opinions. In a 
real sense, the true storv' of The Economist is best told in the 
essays elsewhere in this vt)lumc which weigh the development 
of its ideas and analyse its technical apparatus. Yet it would 
be a grave error to suppose that perscmalitics have not mattered 
in the paper’s histor). It is no mystic and impersonal proce-ss 
that has produced The Economist every' week for a hundred 
years since September a, 1843, and transformed an ‘anti-C'orn 
I .aw newspaper’, a litre de circonsiancc, into a journal of public 
affairs and an international institution. This has been the 
work of a prcKCssion of editors and collaborators of unusual 
talent and devotion and business acumen. 

'Fhough the names of the editors of The Economist have not 
usually been advertised, the editors themselves ha\c almost 
always been well known, 'rhe paper was set on its way and 
established by two public figures: James Wilson, founder 
and first editor (1^43 59), banker. Member of Parliament, 
Financial Secretary' to the 'Freasury, V ice-President of the 
Hoard of Trade and Paymaster ( >eneral, anti Finance Mem¬ 
ber in India; and Walter Bagehot, second and mt)st famous 
editor (1839 77), banker, ecom»mist, {xilitical scientist, critic, 
and giant of Victorian letters. 'I'he founding father and his 
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son-in-law—Bagehot married Wilson’s eldest daughter—be¬ 
long to the class of editors of The Economist who have been 
eminent in a far wider field than that embraced by their 
editorship, and have added the weight of their outside reputa¬ 
tion to the esteem of the paper. In the same class is Sir 
Walter Layton, seventh' editor {1922-38), don, statistician, 
administrator, newspaper chairman, politician, and man of 
affairs. It would be wrong to underestimate in comparison 
the different contribution of those other editors who were 
primarily journalists and drew their reputation from their 
editorship: Kdward |i)hnstonc, fourth-editor, least known to 
the public and longest Thliffice (1883-1907), trained for fifteen 
years in financial journalism with The Scotsman and Morley’s 
Pall Mall Gazette, and The Economist's, first ‘business’ editor; 
Francis Wrigley Hirst (i<>07 -if)), classical in both his 
scholarship and his economics. Liberal in his politics in the 
tradition of C'obden and Morley and in his journalistic kin¬ 
ship to the sch<M)l of Massingham and Spender, exceptionally 
able both as a w riter of leaders and as an editor in the techni¬ 
cal sense; and Hartley Withers (1916-21), trained in a stock¬ 
broker’s office, former City Fditor of The Times, notable both 
as financial journalist and author for his power of simple, 
direct, and forceful exposition. ’Fhese men were rcs|M>nsible for 
'The Economist when the old days of part-time editing were pas¬ 
sing away and a new and more specialized era of journalism was 
beginning; they bridged the |'H.*ri(xl from (Iladstone to Lloyd 
(fcorgc, from Delane to Heaverbrook, from Mill to Keynes. 

'I’hc advent of a more specialized and more professional 
modern journalism maile changes necessary in the appoint¬ 
ment and organization of The Economist's editorial staffs. 
The contributors upon \Nhom the early editors of The Econo¬ 
mist largely depended were neither named nor, for the most 
part, known; their staffs until the last thirty years or so were, 
by modern stantlards, minute. It is only from scraps of oral 
tradition and scattererl records that the veil of anonymity that 

* Ki^hth cilitor if the juiDt eiliti>rship of R. H, Palgrave, econo¬ 

mist aiui statistician, aiul Daniel C’onntir Lathhun’, Icadcr-wnter (1877- 
83), is coiintiMl as adiiitiK two to the list. 

^ Or fifth, see pn*vions footnote. 
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surrounds these collaborators can be penetrated; but it is clear 
that for the first half-century at least, although the main out¬ 
lines of The Economist's unique ser\’ice of factual information 
and analysis were established by its first two editors, it was 
still pKJssible to produce the paper with only two or three full¬ 
time members of staff and the aid, increasingly important as 
time went on, of outside leader-writers and experts. Wilson's 
assistant from 1846 to 1853 was 1 lerber^jjpencer, w ith quarters 
in the paper’s office at 340 StrariffXwhere the present (Jaiety 
Theatre now stands) and too guineas a year. Hagehot’s 
assistant from 1868 to 1876 was Robert (iiffen, the statistician. 
A. J. Wilson, financial expert and founder of The Investor's 
Ret'ietc in 1891, was assistant editor both during the interreg¬ 
num of the joint editorship of Palgrave and I.athbury, when 
the responsibility for routine direction fell mainly on him, and 
under Johnstone. Walter William Wright was Johnstone’s 
assistant from 1892 to the coming of Hirst and carried the 
considerable burden of the paper’s statistical work. 'These 
assistants seem to have been largely responsible for the day- 
to-day running of the paper. While the staff remained tiny 
the number of regular contributors grew, until this method 
of writing th« paper reached its extreme under Johnstone, 
when the leader columns of 7 'he Economist were ‘put in com¬ 
mission’ in the hands of a group of w riters on special t«)pics. 
Only little can be discovered about the outside helpers of the 
earliest editors. WiKson and Hagelu>t wrote all their own 
leaders on significant matters of political and economic policy; 
but Bagehot wrote for Wilson for .some time before he suc¬ 
ceeded to the editorship; the economist. Nassau Senior, was 
responsible for the paper’s news and views on foreign affairs 
under both Wilson and, for a tinre, Bagehot; and the statis¬ 
tician, William Newmarch, gave much help to Bagehot. 
Lathbury wrote leaders for both Bagehot and Johnstone over 
a period of some thirty years; and both I lerbert .Ascjuith, who 
contributed a regular weekly article during the late seventies 
and eighties, and Alfred Milner wrote for Bagehot’s successors. 

The reorganization of a .system that had beconu* unw ieldy 
and inappropriate by the outset of the twentieth century was 
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hcKiin by Hirst. It is one of the personal tragedies of Tlie 
Ecomnnht'^ history that tlie new start and new life given to the 
paper by this editor were largely frustrated and undone by 
the shattering in 1914 of the stable, rational, and peaceful 
world lie tookiisiua postulate. In 1907 he took over a stereo¬ 
typed Economist, designed primarily to instruct and advise 
business men. lie .set out to regain the wider field of public 
affairs that Hagehot had made his province. Johnstone’s 
leaders on topics both inside and outside the business world 
had largely been written by his assistants and his ‘commission’ 
of ctmtributors: J. K. Woolacott who opposed the ‘raging, 
tearing’ tariff propaganda of Joseph Chamberlain; William 
(.’lark who wrote against the Bwr War; Meredith 'I'ownsend; 
'Talbot Haines who wrote on Kuropean affairs; J. S. Mann; 
the indefatigable l.athbury; and J. 11 . Curie. From the start 
1 lirst w rote his ow n policy leaders; he began the building of a 
competent and ample staff of a.s.si.>tants inside the office; he 
made it his aim to raise the standard of editorial writing, to 
broaden the paper’s outl(H>k, and to restore its influence in 
political circles, while lt)sing n(»thing of its authority in the 
City and the centres of trade and manufacture. 'The names 
of the men he gathered round him are many of them still fresh 
in memory: some of them were .Mexander Murray Stewart, 
whom he brought from the C’ity de.sk of The Tribune', .Mexan¬ 
der Wright, son of Walter William Wright; the Laytons, 
Walter and (iilbert; David Kric Wilson CJibb, a connexion 
of the owning family; J. F. .Mien; Dudley Ward; Hilton 
Young, later City Fditttr of the Morniri!; Post and Editor of 
the Financial Sixes, and now Lord Kennet; Leonard Reid 
w ho left to be City ICditor of the Daily Telegraph ; Mary .Agne s 
I lamilton . the first woman in the editorial record; anoCTK 
Hobson. 

'This concern with staff and internal organization is signi¬ 
ficant More than ever in an anonymous journal—where the 
test is not the names of writers and researchers but their pro¬ 
duct-skill, know ledge, experience, and w ise editorial direc¬ 
tion are the keys. Johnstone had kept an old-world Economist 
in good repair; but it had lost its statesmanship ^d fallen out 
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ofJiiK with the political and journalistic requirements of a 
new era. Hirst sought a new formula, and rightly he turned 
first to the style and personnel of his staff. But it was a false 
start. The basic principles of the Lil>eralism he restated— 

I peace, free trade, civil liberty, and public economy—were 
challenged by the First Oerman VV’ar. It was left to his post¬ 
war successors to renew the quest, not only for a new jou rnal- 
istic formula but also for a new foundation of ideas. !)ofn oP 
th?~same truths that Hirst, like Wilson and Bagehot, stmid 
for, but married to the inescapable facts of a changed and 
changing world. 

The first of the leading peculiarities of the present age is that 
it is an age of transition. Mankind have outgnnvn old iivstitutions, 
and have not yet acquired new ones. When we'say'»»lrtgrown. we 
intend to prejudge nothing. .\ man may not l>e either better or 
happier at six-and-twenty than he was at six years of age. . . . 

Society demands, and anticipates, not merely a new machine, 
but a machine constructed in another maiiner. Mankimi will imt 
be led by their own maxims, nor by their old guivles; and they 
will not choose either their opinitms or their guides as they have 
done hitherto. . . 

These words were written by the youthful John .Stuart 
Mill of the world he surveyed in iS ^o.' They ap[>ly no less 
well to the world which The Eomomist surveyed after iqiq, 
nearly a century later. For seventy years 'The Kamomist had 
presented its readers week by week with a record, an analysis, 
and an interpretation of an expanding economy in a pcaccfid 
world. Its belief in progress by freedom had been steadily 
justified by events; its technique of recording and measuring 
the march of economic progress had developed stage by stage 
as trade, industry', finance, and transport had grown and rami¬ 
fied. But it had fallen away after Bagehot in the arts of ex¬ 
position, in editorial weight, and in political influence. Hirst 
undertook the task of reconstruction; but the high labcrali.sm, 
the editorial gifts, and the moral fervour of The Economist's 

* The Spirit of the Afte, By John Stunrt Mill. Introduction by F. A. 
Hayek. Chicago Uni%ersity 194^• 
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last peace-time editor were no defence when the assured 
world of t'ohden and Hu^ehot was, first, sapped by the novel 
politics and political novelties of the new twentieth-century 
democratic state and, then, blown up by world war. Hirst’s 
own words in a valedicton’ leader which appeared in The 
Economist on July 8, 1916, tell the end of his venture best: 

Since tl»c war began, the function (»f an editor who believes 
that trutli and patriotism ought to be reccjnciled has been difficult 
and even hazardous. . . . 

In my view the financial fabric of Western Kurope is in im¬ 
minent peril, and in a few more months it will no longer be p<jssible 
to disguise the bankrupt condition of several great nations. Civil¬ 
isation as we have known it and representative institutions are 
doomed unless, through the exertion of individuals, the rights 
without which an Ivnglishman at any rate will hardly care to live 
are speedily re-stored. 'I'o this end free-dom aiul independence 
must somehow be won back for Parliament and the Press. 

When Hirst’s task was taken up again by his post-war suc- 
ci'ssors they, too, turned first to ejuestions of staffing and 
standards of work. 'rheJ .avton era after 1922 was concerned 
primarily with style and personnel, layout and make-up, with 
the range of the paper’s facts and opinions and the precision 
of its techniques. ’I'he tradition of Wilson and Bagehot was not 
altered. It remained^e paper’s function to record, measure.| 
analyse, expound, and interpret facts', to set its long-termi 
as.sessmcnts of political, economic, and social trends against 1 
the short-term preoccupationsof pt)liticians and business men; i 
and to state, from its owit sjH-cial vantage point, what its , 
editors believed to be the dictates of right conduct and wi.se ‘ 
action in public affainK' The restatement of this tradition in 
terms of a world cconttmy and polity that had altered almost 
out of recognition since the Victorian years was first and fore¬ 
most a journalistic problem; and it was the prime virtue of 
The Economist's inter-war editors that they regarded it so. 
'I’hey recruited new men; they introduced new methods and 
new features; they reached out, not always with complete con¬ 
fidence and not always successfully, for new ideas. The ideal 
of a sufficiently large, sufficiently competent, and sufficiently 
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speciali/.cd staff inside the office to conduct all branches of 
the paper’s expanded work was now accepted, though not 
easily achieved. The use of able and expert outside collabora¬ 
tors was continued. 'Fhe names of the men Layton enlisted 
are too recent to call for advertisement; among them were, 
on the staff, Hargreaves Parkinson, now Editor of the 
Financial Meu's, Aylmer \’allance, later Editor of the Neics, 
Chronicle, Graham Hutton, Norman Crump, afterwards C'ity 
Editor of the Sunday Times, Douglas Jay, later City Ivditor 
of the Daily Herald, and CJeoffrey Crtns ther. The Economist 
was still a training ground for editors. In attendance there 
were expert contributors such as A. j. 'Eoynbee, who wrote 
special articles on international affairs for more than a decade, 
and H. V. Hodson, who took the British C’ommonwealth 
and Empire as his province. Perhaps the greatest single 
development between the wars was the extension of the 
paper’s concern with world affairs. Articles on foreign policy, 
correspondence from overseas, international statistics - none 
of these was new. 'I'hey went back in origin to the Wilson - 
Bagehot era when The Economist'^ news and views from 
European capitals and the Cnited States, in the paper’s own 
peculiar genre, were already notable. But they were now- 
given a new place and a new range, a[>propriate to the 
international preoccupation and problems of the times. 

'The Economist has always been an anonymous paper. But 
the paper’s worth, its influence, and the duration of its exis¬ 
tence have depended on the qualities of the men who have 
conducted and compiled it. It is fitting therefore that this 
short history should have begun with this sur\'ey of its editors 
and their staff. 'Phe various journali.stic problems that emerge 
from such a survey have not yet been finally solved. It may 
be that, as the paper’s readership expands and alters and the 
(ivorld takes on new form.s of activity and organization, llu*y 
never will he finally solved. 'Phe balance between staff and 
contributors, between researchers and writers, between 
statistical expertness and the literary' graces, between cxjTosi- 
tion and comment, between economic analysis, business in¬ 
telligence and political argument—it is the supreme technical 
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task of present and future editors to hold this balance true. 
'I'o-day, as in 1843, the success or failure of The Ecommist, 
its stagnation or its advance, depend directly* and personally 
upon the com|H*tence and vision of its Kditor, 

II 

‘'I'hc great editors of the past, the Barnes, the Delancs, the Hills 
and the Hagehots, would never have dreamed of taking their 
orders as to wiiat line they would adopt from the capitalist who 
happened for the time being to he the owner of the larger and 
controlling numlKr f»f shares in the business concern.’ (.Mr. 
.Asquith, House of Cominoms, March 16, 1918.) 

If anonymity is the first characteristic that appears from a 
survey of The Economist' first century, independence is the 
second; from these two coeqtial qualities the paper’s influence 
and reputation have been derived. 'I'lie editors of The Econo¬ 
mist have never been subjected to the pressure to which .Mr. 
.Asquith was referring twenty-five years ago. For eighty-five 
years The Economist was a family concern—well into the period 
of the newspaper magnates and syndicates that have given a 
special character, and not always a g(K)d one, to the modem 
press; and when, in the middle twenties, the paper was sold 
to outsiders, the trans;iction was carried through on condi¬ 
tions that have preserved the independence of its editorial 
policy intact. 

'I'he basis of The Economist's unbroken freedom from 
pressure or manipulation was Wilson’s decision not to make 
the .Anti-C’orn Law paper he founded in 1843 official organ 
of the .Anti-l'orn Law Movement, lie was supported and 
encouraged by the movement’s leaders, by Cobden, Bright, 
and Villiers; he had the financial backing of Lord Radnor j 
but The Economist was his own paper, and its policy exclusively 
his. The first editor was his own proprietor and master. 
After he died in i8t)0 the paper was held i n t^ist for his six 
daughters and their descendants. 'Lhcre is no more pic¬ 
turesque feature in the histpry o Lany modem newspaj^r than 
the gentle proprietorship of these long-lived ladies: Mrs. 
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Bagchot, KHza the eldest, wht> did nut die until 1921; Mrs. 
Oreg, who died in 1911 and wluise son, Walter Wilson (ireg, 
on occasion wrote for the pajx;r, of which he hecante a trustee; 
Mrs. Halsey; Mrs. Horan; Mrs. Orhy Shipley; and Mrs. 
^Barrington, who wrote the biographies of both Wilson and 
IJagehot and was the last of the ’dear old ladies’ (as Hirst 
called them) to die. They were proud of their property, and 
their personal interest in its progress, and even in its contents, 
was still strong forty years after their father’s death. 

.-\s an article in The Economist at the time of the sale in 1928 
declared, the paj>er ‘owes its birth, upbringing, graduation 
and establishment’ —and, it might have been added, its in¬ 
dependence—1«> the Wilson family. That the descendants of 
Wilson decided to part with the pa|>er after two-thirds of a 
century is not surprising. The remarkable fact is that they 
refrained from attempting to realize their valual)le property 
very- much sooner. By the time the decision to sell was made, 
the original pro[>crty had been broken by death and descent 
pnto a complicated scries of subsidiary trusts, and the majority 
^of Inineficiaries were out of touch with the paper. But the 
long period of family ownership had served its purpose, for 
Wilson’s intentions, to sustain his family and to safeguard 
The Economist, had been fulfilled; and, as a final act of piety, 
when permission of the court was smight for the Side, arrange¬ 
ments were made with the purchasers ‘to ensure the complete 
independence of the paper’. It was felt that ‘if the control of 
The Economist were t<j pa.ss either to a newspaper group or to 
any particular financial interest a reputatifui Iniilt up on in¬ 
dependence of judgment and unfettered criticism would be 
jeopardised’. 

Accordingly, half the voting shares in the new company, 
^The Economist Newspaper Limited) went to the Financial 
Newspaper Proprietors Limited (now the FiQancj|jiL.NcwSi. 
Limited) and half to a stfbhg group of individual shareholders; 
while a Bo^ of inde pendent ’IVustces- was created, with the 
power of vetoing tfic^appointment or dismissal of any editor, 
and the right to veto transfers of voting shares. 'Fhus the 
freedom of the Kditor from the control of the financial interest 
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was protected, and his sole responsibility for the policy of 
the paper was preserved. The appointment of independent 
trustees to veto share transfers in order to maintain the 
balance of voting power followed the precedent set by The 
Times and the Spectator-, but to give them a voice in the 
choice and dismissal of editors was a step further forward in 
the maintenance of independent journalism. 'I'he present 
'IVustees of The Economist arc Sir Alan .Anderson, Sir William 
Beveridge, Sir I.aurence Halsey (representative of the Wilson 
family), and Sir Charles liambro (who succeeded the late 
Ix>rd Stamp). 

The Wilsons have fulfilled their trust. Yet not even the 
most pious of intentions or the best of will could have kept 
The Economist alive and independent for a hundred years if 
it had not paid its way. Cobden’s comment on the prospec¬ 
tus or preliminarv’ number which Wilson issued in June 1843, 
setting out the aims and contents of the journal he intended 
to found, is significant. ‘Can there be a sufficient number of 
readers with intelligence to appreciate it found to make such 
a paper pay?’ It is a question that many editors since have 
asked. .\ pajK'r which has imremittingly based its format, 
style, and judgments on facts and figures—‘whilk (as Baillie 
Nicol Jar\ie once obser\ed) is the only true denwmstrable 
r(x>t of human knowledge’—d<K‘s not sell like hot cakes. 'Fhe 
immense influence of Bagehot’s Economist was derived from 
a circulation in the neighbourhood of 3,000; and the world¬ 
wide esteem of the paper to-day is built upon the sale of some 
10,000 copies weekly.' 'I'he ‘multiplier’ which has given 'The 
Economist, to-day perhaps more than ever before, a weight 
and authority out of all proportion to its .sales, exceeding by 
far the influence of journals with many times its circulation, 
is a notable national, indeed international, phenomenon, but 
it brings in no corresponding revenue. 'I'he ‘quality’ of The 
Economist's readership, the fact that it is read, referred, or 
deferred to by heads of states, members of governments, 
legislators, civil servants, manufacturers, merchants, bankers, 

* In ic>43 (icjipite the cuttinR-otT hy the war of thousands in Kuropo 
and the East, the sialea of The Keommisf have aRain risen well alxwe 10,000. 
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professors, and men of influence, culture, and learning all 
over the world, is a source of pride rather than of profit. 

Yet there is no year on record during the century in which 
The Economist did not pay its way. Its profits have always 
been small, often well below the ruling rate in other under¬ 
takings, but they have never failed. This, and the fact that 
the paper’s proprietors have never looked to make a fortune 
out of their property, is the main material reason why The 
Economist has remained independent for a hundred years. On 
July to, 1847, Wilson stated the issue of profitability and in¬ 
dependence in a leading article: 

Whether a journal can be sold to its readers for one penny <^r 
sixpence {The Economist was sold at eightpence, for .some years 
including tax and then without, uittil 1920 when its price 
was raised to a shilling, where it still remains] with profit to its 
proprietors dejHrnds, therefore, on the revenue it can obtain from 
advertisers. In addition to the financial and «»ther advantages 
which advertising confers upon the (lovernment and the public, 
it sustains in wealth and independence that press which is the 
best guardian of the public liberty. . . . 

Either by the price of the newspaper or by the number of 
advertisements, England must have a thoroughly independent 
Press. 

The Economist owes its continued existence to those who 
have managed its advertisements as it owes its continued 
reputation, upon which those ailvertiscmeitts have in the 
first and last resorts depended, to its editors and their staffs. 
Over the century the paper has carried advertisements of ail 
sorts and kinds. In the first is.sues, a hundred years ago, a 
miscellaneous list included advertisements for needles, fish¬ 
hooks, inks, maps, microscopes, lurnks, pianos, mineral 
waters, cutlery, baths, table-cloths, tailors (in rhyme), Parr’s 
Life Pills, Rowland’s Macassar Oil (with the patr<»nage of 
Prince Albert and the Queen herself), and Hall’s (Joloshcs. 
'Po-day the core of the advertisement revenue is the publicity 
of banks and insurance companies and the reports of 
company meetings. 

The obvious dangers of a largely financial paper depending 
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mainly upon the advertisements of financial institutions and 
undertakings whose activities have also been a staple of edi¬ 
torial analysis and comment, dangers which very many ‘City’ 
papers in the past have signally failed to resist, have been 
uniformly and continuously avoided. From the outset. The 
Kconomist's aim and purpose were set too high for the tempta¬ 
tion to be strong. Again Wilson struck the right note. On 
January 31, 1846, he wrote: 

young speculator is informed that, with every' desire to 
consult the wishes and interests of our subscribers, we must decline 
t<» give advice relative t*» the buying and selling of shares,conceiv¬ 
ing that no journalist who valut-s his own character can with 
pr«)priety do so. 

Wilson’s warning to ‘speculators’ was, implicitly, a warning 
to advertisers t(H», a warning that their wares would not be 
cried up in return for revenue and that, ‘with every desire to 
ccinsult the wishes and interests’ of advertisers as well as 
subscribers, the paper’s policy would be pursued, and its 
views expressed, w ithout let, hindrance, or reservation. The 
Kconomist'^ advertisement revenue has not sutfered from this 
inilependence of attitude. 

In the |>ost-Hagehot |x*riod a high pro|X)rtion of The 
Kranomist's small full-time staff has been concerned with 
advertisements and the business of publication. 'Fhey have 
been few in number and long in serv ice. I, nder Johnstone, for 
instance, the business staff consisted of 11 . W. Kirk, Manager 
(wh<i is still attached t(» the paperafter fifty-one yearsof servic'c), 
M. 11 . Fhmd, .Advertisement Manager (who retired in 1930 
and died in 1943), H. Whitcomb, C'ompany Meetings Mana¬ 
ger (w ho died in i93<>), and .\. 11 . Chapntan, .Assistant to the 
Manager (who, after transferring to the editorial department 
in i()07 to embark upon his indefatigable labours in company 
statistics, is still with the pajxr after forty-five years). (Jilbert 
l.ayton, who was moved from the editorial side to become 
(leneral Manager in 1928. is still in office after thirty-two 
years with the pafX'r. On the work of these men, more anony¬ 
mous even than their editorial colleagties, has the indepen¬ 
dence of The Ecotinmist greatly depended. 
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III 

‘I'here never was a periodical work in which ail the ques¬ 
tions of political economy were treated with so much depth 
and impartiality. It is, besides, a precious collection of facts, 
d(Ktrine and experience mutually supporting each other in its 
columns.’ 

'I'hcse words of Frederic Bastiat, the French economist, 
written in 1845, sum up the third and final characteristic of 
The Economist— its unique approach to public affairs. It is 
anonymous; it is independent; it is The Economist. Wilson 
drew a winning ticket in the lottery of journalism, i le founded 
a paper whose contents were to be based upon, though not 
bounded by, a systematic weekly survey of economic data at 
the very beginning of a centur\- in which the economic aspect 
l>f stKial, political, and international relations was to be the 
dominant theme, lie, and after him Bagehot, provided In¬ 
dustrial Britain with a continuous chronicle of commercial, 
industrial, and financial intelligence illuminated by shrewd 
and principled comment. The Economist staked out a claim 
then that has never been jumped in a hundred years. 

It would be a complete misunderstanding, however, to 
suppose that The Economist was ever intended to be no more 
than a busine.ss or financial journal. 'Fhosc who have called 
it a ‘City organ’ oftener nowadays, interestingly enough, in 
blame than in praise- arc as mistaken in their description of 
The Economist of 1843 as they are in their description of The 
^Economist of 1943. 'I'he balance between politics and ccono- 
f mics has fluctuated through the century; there have been 
periods when the affairs of the markets have overshadowed 
cvery'thing else and other perirnls when the affairs of parlia- 
' ments or chancelleries have taken first placci 'Fhcrc has l>een 
no steady progression, as some suppose, from political 
economy and business news in the early years to political 
theory, social .science, and international affairs in the modem 
period. Political, srxrial, and international questions figured 
more in Bagehot’s Economist than in Johnstone’s. Wilson’s 
Economist, the fountain head, was more eclectic and broader 
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in range than Withers’s. Palgrave’s Economist was probably 
more expert technically, in its own special and.narrow mone¬ 
tary field, than most of its successors until recent times. I'he 
a p^b it of The Economist was wide from the start ; but the em¬ 
phasis has varied this way and that with the interests and 
capacity of its editors —and with the course of events. 

.•\t first, it is tnie, the paper’s title carried the sign of its 
propagandist origin. It was founded, among other aims, 
specifically to press for the repeal of the C'om Laws; and it 
was called The Economist or the Political, Commercial, .Agri¬ 
cultural and Free 'Frade Journal. Hut at the end of 1844 its 
broader objects were plainly displayed. Now it was to l>e 

d)t Cfonoinist 

WHFKLY C'O.MMKRCIAL FIMFS 
Jl^iinfcrrft' €^atrtte anb iRailtuap fllonttor 
A IHU.ITK Ar,. MTKKARY AM) (JENKRAI. NEW.SPAPER 

In a note its future make-up was described: 

First, leading articles on Political, Ixonomical, Financial. 
Commercial ami (ieneral subjects, tliscussed on strict ec<inomical 
and free trade principles as heretofore. Second, a careful digest 
of the proceedings and Debates in Parliament. I'hird. a careful 
abridgetnent of the News of the Week, with a notice of the 'Fheatres 
and Public .Amusements. Fourth. Law Rep<»rts of cases particu¬ 
larly c«>nnected with commerce. Fifth, I-itcrary Notices, and 
particularly of all works on Iwonomical. Financial and Commer¬ 
cial subjects. Sixth, Correspondence and answers to queries on 
subjects of statistical and commercial interest. 

'Fhis was no mere Business Intelligencer or .Anti-Corn 
Law organ. _ln embryo, it was the journal of public affairs 
with a special approach, the approach t)f the political econo¬ 
mist, that it later became. '\Vils(tn’s life ettded’, Bagehot 
wrote in i8()0. ‘at the moment when the ideas and doctrines 
he had so fully expottnded had acquired the fullest acceptance, 
in Kngland. and were about to be applied in some measure 
throughout Fam>pe.’ But The Economist went on; its vtseful- 
ness was not ended Ix-cause its initial programme had been 
sticcessful; it was more than ever needed to plot anti chart 
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trading, manufacturing, and investing England. It may be 
hazarded still that the greatest danger that could befall The 
Economist in the future would be the abandonment, in the 
pursuit of political or literary’ goals, of the ‘precious collection 
of facts, doctrine and experience’ of which Rastiat wrote. 
Wilson and Bagehot both knew that their first job was to 
record and interpret facts, just as they realized that they had 
the further function of expressing views and stating principles 
on the whole field of public policy. 'I'he regular features these 
editors introduced to present facts and ‘to render the com¬ 
mercial department of the paper as complete and as accurate 
as possible, and thus to combine, with the discussion of 
principles, a practical current usefulness and work of future 
reference’ are described, in their appropriate places, in other 
essays in this volume. Wilson laid the foundations: the Rail¬ 
way Monitor, the Weekly Commercial 'Times, the Board of 
Trade returns (in full), the 'Trade Supplement, the Bankers’ 
Gazette; his concern was pre-eminently with the figures of 
foreign trade. Bagehot built the superstnicture; the Banking 
Supplement, a Budget Supplement, the Annual Commercial 
History, the Index of Wholesale Prices, The Investors' 
Monthly Manual. 'The scope was now the entire economy, 
and the technique of recording data and mea.suring trends 
was expert and advanced. 'There is no such progress again in 
‘the collection of facts, doctrine and experience’ until the 
editorship of Layton in the twenties. 

It is a significant fact that, invariably throughout the paper’s 
history, the greatest headway in statistical technique and 
economic analysis has been made by the editors who have 
also concerned themrelvcs most with political, social, and 
general topics. The Economist has advanced all along the line 
or not at all. Bagehot, the whole world knows, was no dry-as- 
dust statistician or business chronicler. He was a great man, 
a great writer, and a great journalist. Lord Bryce called him 
one of the finest minds of a great and remarkable generation 
‘which included Charles Darwin, I..ord 'Tennyson, Lord 
Kelvin, Clerk Maxwell, 'Thomas Huxley and John Stuart 
Mill’. ‘Bagehot’s salient quality as a thinker’, says one of his 
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biographers, Professor Irvine, ‘and his greatest safeguard 
against the characteristic dangers of after-dinner writing, is 
undoubtedly what Arnold calls his concern for the simple 
truth.’ It was this ‘concern for the simple truth’ that caused 
Bagchot to write lombard Street, as I^rd Keynes once put 
it, ‘to knock two or three fundamental truths into the heads 
of C'ity magnates’; to write The English Constitution to knock 
two or three other fundamental truths into the heads of 
students of politics; and to provide The Economist, not only 
with a brilliant series of leaders, year in and year out, on 
political and economic topics, but also, with the aid of (iiffen 
and Newinarch, with a statisticaL a ppa ratus that the paper 
still prizes. 

There was no successor to Bagcln)t when he died very' 
suddenly in 1S77 at the age of 51. The obvious choice would 
have been (Jitfen, who had gone from the paper to the Board 
of 'I’rade the year before -and w ho participated in the foun¬ 
dation of The Statist a year later. Actually, the editorship was 
divided: Palgrave contril>uted monetary and statistical 
expertise', l.athhuiy wn*te leaders; while .\. J. Wilson, the 
.Assistant liiditor, like Wright under Johnstone, did the routine 
work of editing and management. The period of develop¬ 
ment was over. Thirty years of consolidation, in scope (apart 
from Palgrave’s brief specialized contribution) and circulation 
alike, w ere ahead. 'The \ ()lume and value of foreign trade w ere 
measured under Palgrave; a record of capital issues was intro¬ 
duced under Johnstone, probably by .A. J. Wilson; The In- 
rcstors' Monthly Manual, the Commercial Ilistoiy, and the 
'I’rade and Banking Supplements were the staple of the staff’s 
work. 'The Economist liecame still more of an institution in 
the City. Its letters from provincial centres and from overseas 
remained a feature. But it had fallen out of balance and into 
a routine. We have seen how 1 lirst began the work of revivifi¬ 
cation, how he bettered the staff, the style, and the scope of 
the paper; the regular presentation of Industrial Profits began 
under him. 

Hirst’s immediate successor. Withers, was not fortunate in 
his tenure. .A journalist whose writings were high in reputa- 

4«27 D 



34 A HUNDRED YEARS 

tion and wide in influence, he had perforce to carry on with 
only a meagre war-time staff through the remaining war years 
and the following period of post-war dislocation. 'I’he ta.sk 
of reconstructing The Economist, begun by Hirst, fell to 
Layton in 1922. A second era of development began. It has 
alftfacTy been described in general terms in this essay; the 
careful choice of staff and collaborators; the wide extension 
of overseas correspondence; a new emphasis on political, 
social, and international affairs; the reinstatement and ex¬ 
pansion of the paper’s statistical features and techniques. 
The Insurance Supplement, the new, regular Budget Supple¬ 
ment, the Index of Freight Rates, the Index of Insurance 
Shares and the Index of Business .Activity: these belong to 
this editorship. Once more, statistical analysis and a breadth 
of political and journalistic outlook marched together. 'I'o 
Layton and his successor, too, fell the task of drawing a new 
philosophy of politics and economics from the (ireat Depres¬ 
sion and the approach of the Second (ireat War. 'I'his task 
is not yet completed; and the era of development is far from 
over. Bastiat, one hopes, would still find ‘depth and im¬ 
partiality’; the ‘precious collection of facts, doctrine and 
experience, mutually supporting each other' has become vastly 
more complicated to gather and fit, but it is more than ever 
essential. 


IV 

Lord Morlcy is said to have declared that to make Hirst 
editor of The Economist would ser\c the same purpose as 
making him (Morley) Chancellor of the Kxchequer. Bagch(»t 
was once described by (Jladstone as ‘the permanent Chancellor 
of the Kxchequer’. If a summing-up is needed of The 
Economist's qualities, a conclusion from this survey of a 
hundred years, it must stress the paper’s influence and au¬ 
thority. Many of the paper’s editors have had contact in their 
own right with public men and professors. W ilson. H irst, 
and I^ayton all walked with the great; Bagehot was one TTTKc 
^eat him.self. But the influence of even these editors upon 
public affairs, upon Chancellors of the Exchequer and Minis- 
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tcrs of the Crown, has been far more the influence of the paper 
they wrote and edited than their personal ihfluence. To 
write down their views in a leader in The Economist has had 
more weij^ht and w ider effect than for them to state the same 
views from a platform, at a dinner table, or in a sanctum. As 
editors of The Economist, these men ha\e spoken with au¬ 
thority everywhere, but they have spoken with most authority 
in the columns of their paper. 

In itself the domestic hi.stor\- of The Economist, as told in 
this essay, is neither dramatically nor historically important. 
It is the tale of a handful of men w«)rkinR at low salaries for a 
small family busine.ss and moviny their modest old-world 
quarters, reluctantly, from time to time—from WplIjpi^An 
Street where the paper was founded in 1843, to 340 Strand 
TnTfl^b, from the Strand to .Arundel Street in 1900, to 
Houverie Street in 1928, and, by bombinn,' to Brettenham. 
House, (»n the very site of the old t) Wellington Street, in 
1941. Hut these men and this family have created an institu¬ 
tion who.se fame and readership runs round the world (more 
than 45 per cent, of The Economist'^, sales went overseas before 
the war). It is .Anonymous; it is Independent; it is The 
Economist. 

* After A lieaAV raid oit latndon «>n the ni^^ht of May lo ii, 1941, Thf 
luntwmnt's oHices, printers, library, and records were totally destroyed 
by bre. 



THE ECONOMIS'r AS A SOURCE FOR 'I’lIE 
HIsrORIAN 

By SIR JOHN C LAPHAM 

I 

T his heading would at first suggest that the only sort of 
historian who need consult the files must he of the brand 
labelled economic. But the suggestion wouKl be wrong. The 
title-page of The Economist for ninety years de.scribed it as 
‘a political, literary' and general newspaper’; and if it has 
gradually shed some of its literary and general features it has 
always remained political, though growing in course of time 
more and more economico-political, as newspapers multipned 
and specialized. In its early days it contained a section headed 
‘Court and .Aristocracy’; it reported parliamentary debates; 
and it reviewed books of all sorts at considerable length. The 
historian of literary criticism might not naturally turn to it; 
but if he did he would find a two-column critical review of 
Tennyson’s Maud in the number for .August iS, 1S55, and 
two and a half columns on that ‘thoroughly pleasant and un¬ 
affectedly' good book’ Tom Brotai's School Days on .\ugust S, 
1857. Indeed for a time The Economist ran a literary supple¬ 
ment. 

As a weekly, its political judgments coidd always be more 
matured and possibly saner than those of the dailies. Besides, 
its first two editors, like some of their successors, were in very- 
close contact with men who directed the State, James Wilson a 
Minister of the Crown, Walter Bagehot an advi.ser of Minis¬ 
ters—and incidentally one of England’s best men of letters 
and literary critics. At the commercial cri.sis of 1857 it was 
Wilson, then P'inancial Secretary to the 'I’reasury, who with 
the Chancellor of the Exchequer intcr\ iewe<l the men from the 
Bank of England and gave pertinent advice, as is shown in 
the diary of Bonamy Dobree, Deputy (iovernor, recently dis¬ 
covered at the Bank. It was at Bagehot’s sugge.stion, twenty 
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years later, that that incomparable instrument the 'I'reasury 
Hill was introduced. 'I'hc opinions of a joOrnal directed, 
inspired, and to a larf'e extent written by men of this position 
and calibre ought never to be neglected by historians of that 
early and mid Victorian age which is covered by the first two 
editorships, 1843 -77. And if not every subsequent editor has 
been a Wilson or a Hagehot, each has inherited a tradition 
which it has been his business to maintain. Yet I do not find 
that non-economic historians, who regularly quote their 
Times, often turn to the expressed opinions of these dis¬ 
criminating and able men. .And as such people are seldom sub¬ 
scribers to I'/ie Eamomist, it is to be feared that this hint of a 
neglected source may not penetrate to them. Still, they all 
ought to read Hagehot on The Social Potver of the Croten 
(.August 1, i<Sb3); and. to-day in particular. The Economist 
on the .American Civil War might well be given a monograph. 
Here a paragraph must suffice. 

It started with a great hatred of slavery, an equally great 
hatred of war, and a belief that war over .America’s vast spaces 
would be both horrible and indecisive. When secession came 
it hoped for a peaceful secession, holding as did many anti¬ 
slavery Englishmen that tlenwK'ratic principle covered the 
right to secede - even in a bad cause. It went so far as to 
call Lincoln’s emancipation decree ‘dishonest and foolish’, 
though it did not anticipate the foul sen ile war that the more 
savage Hritish critics of the decree described in advance, the 
coming h(*rrors of which they debited to the President’s 
account. With military prognostication it dealt sparingly. 
’That amateur generalship which excels in anticipation has 
never been permitted to The Economist.' (If only all dailies 
and weeklies too, in all wars, had shown equal restraint, 
how’ much paper might have been saved.) It argued for peace 
in .America whenever there seemed a chance. On democratic 
grounds it wanted an independent South. On social-economic 
grounds it wanted a weak South. Slavery was bad. But so 
was I'nion enforced by war. A’et with the fall of Richmond 
it saw war-enforced I’nion in sight. .And it regretted this the 
less, while Lincoln lived, because it had learnt to admire him. 
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‘Power and responsibility visibly widened his mind and eleva¬ 
ted hischaraeler.... Diffieulties... only inereased his reliance 
on patience.... The very style of his public papers altered ... 
his final inaugural. . . extorted from critics so hostile as the 
Saturday Retiew a burst of involuntary- admiration.’ 

A judgment on another star, rising before that of Idncoln 
set and to remain far longer in the ascendant, is concise 
enough for quotation here. ‘Herr von Hismarck, First .Minis¬ 
ter under the Prussian (tovernment, is becoming a public 
nuisance’ (.April 25, 1863). 

One judgment of the sixties which also deser\es to be 
quoted, illustrative of The Economist as politician, refers to a 
problem not of the authoritarian Prussian State but of demo¬ 
cracy, to Parliament and its weaknes.ses. 'In happy times’ — 
we are in July 1862, and the skies are clear-- -‘when there is 
no great pending question . . . the characteristic dangers of a 
Parliamentaiy- assembly are a wearisome pettiness and a de¬ 
grading taste for needless personality.’ 'Phis is still a useful 
reminder and need not be taken as a mere outburst of Bage- 
hot’s Whiggism: he was far from having in mind only those 
further than himself toward what we call, but he would not 
have called, the Left. 


II 

From its earliest days until the other day the paper had its 
multiple title and its distinct sections. There was the ‘Weekly 
Commercial Times’ and the ‘Bankers’ (iazette’. To these were 
soon added, and appropriately enough in 1845, the Railway 
Monitor. 'Fhe section that contained the leading articles was 
headed for nearly forty years not The Economist but The 
Political Economist, liconomics as a single-word description 
of a body of thought had not yet been coined. We are not to 
think that the title implied any dcKtrinc, such as we might 
easily hold, of the essential indivisibility of economics from 
politics. 'I’he early Economist, Wilson’s Economist in particu¬ 
lar, was all for sharp division: leave politics to its natural, and 
limited, sphere and leave Political F-conomy to natural law. 
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Hut heiii}' aniong other things a political journal, it was at 
liberty to discuss the purest national or internatmnal political 
problems in some of its leaders, while warning politicians off 
the field of the political economist in others. 

Right through the nineteenth century and into the twen¬ 
tieth it stood for, first, an almost intransigeant individualism, 
and then an individualism compromised at a few points only. 
In 1895 when, by the standards of to-day, the State was not 
over-active in the economic sphere, in an article headed ‘State 
Interference’, The Economist was explaining with distaste 
how ‘little by little, and year by year, the fabric of State 
expenditure and State responsibility is built up like a coral 
island, cell on cell’. It professed to expect that the coral 
would soon pass away; but coral is in fact durable. In James 
Wilson’s day it had been far more (jutspoken; though even 
Wilson, horrified by some collier)’ disasters, was explaining 
in 1845 that ‘we are not such pedants’ as to oppose (iovern- 
ment interference with the ventilation of coal-mines. 

(iovernment ‘interference’ with railways he had opposed, 
‘ver\’ decidedly’. What he opposed was tlie first general, but 
modest, regulative act, that of 1844 which, inter alia, created 
the now forgotten ‘parliarnentar)’ train’—‘parly’ as it used t«> 
appear on Victorian tickets. Factor)’ inspection he classed 
as ‘government interference in private affairs’, acquiescing in 
it grudgingly.' lie protested against the Ten Hours Hill ‘in 
the name of the operatives themselves’: a ten-hours’ day he 
wanted, but he also wantetl them to win it. .Vnd when a 
Public Health .\ct was under discu.ssion in 184b he argued 
that ‘the extension of the sphere of government interference 
from which so much has been dreaded for freedom, seems 
rather likely, by the vastness of the burden, to break down 
the (Jovernment’. And even during the Irish fanunc he was 
arguing that it is no one man’sbusiness to provide for another’, 
and was pointing out, unhappily with truth, that the indis- 


* A law ordcrinij a rnill-ciiy:inc to sitop at a certain hour ‘should he 
claaned with the laws of Spain and I'ortu^al. forhiddinfi men to plant the 
olive and the vine in America' ; for a working engine is ‘the helpmate of 
mail'. 
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criminate provision of relief and even of the Queen’s pay on 
relief works was still further diverting the Irish from that 
steady industry and increased self-help which alone, in the 
end, could save them. Railway-building in Ireland—Lord 
George Bentinck's panacea—he did, however, approve, and. 
as things were, other relief works also, if carefully selected. 

But generally, speaking of Ireland, he would ‘have had the 
government confine itself to the functions of a government 
[that is to say keeping order] and left the people to perform 
the function of a people’ [that is to .say production]. In the 
City he was for free banking, with the Bank of England 
‘exactly on the same footing as all other banks’; and he be¬ 
lieved—when few Englishmen did—in the £i note and gold 
not in pockets but in bankers’ reserves. Also, like a good 
‘progressive’, he defended the iron ship at a time when 
dominant shipping opinion was sceptical or hostile. 

However, there were one or two aspects of ‘government 
interference’ towards which he was not unsympathetic, and 
some products of freedom that he disliked. Keeping his head 
in the railway mania, he was disposed to w elcome the attempt 
of Lord Dalhousic, which Peel abandoned, to regulate the 
pace and direction of railway building; and he was critical — 
with excellent sense—of the too rapid locking up of capital 
in railway constniction and, with less justification on his own 
economic assumptions, though again with good sense, of 
speculation in railway shares. 

He attacked Lord .Macaulay who had argued ‘that govern¬ 
ment ought to support and endow schools for the common 
people’. He held that ‘labour has its market price that neither 
the master nor his operatives can control’; but he was not 
hostile to trade unions provided they were not aiming at 
monopoly; and either he or his representative was arguing 
just before he went to India (1859), to die there as the first 
Finance Member of Council, that the notorious imposition 
of ‘the document’ on their men by the ma.stcr builders was 
an indefensible interference with the liberty «)f the subject. 
Wage-earners had a right to combine, though they were to 
be condemned if they aimed at exclusion and monopoly. 
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Individualist as it was, the young Economist was always a 
supporter of the Income Tax, both on principle and because 
it regarded the tax as ‘the best security which can be obtained 
for the maintenance of free trade’ (1857). But from the very 
start it had denounced the ‘monstrous injustice’ of taxing 
terminable and permanent incomes on the same scale—an 
‘injustice’ much discussed in the fifties, of which it is not 
unfair to say that (iladstone’s will and prestige, and they alone, 
perpetuated it for half a century. 

Bagehot was supporting (Jladstone’s beaten critics in 1861 
in Bagehot’s humane way; ‘they believe that people with 
secure incomes are richer than people with precarious ones. 
-•\nd surely their convictions are very reasonable.’ All along 
the line Bagehot humanized the stiff individualism of his 
father-in-law, without abandoning vital positions or dipping 
The Economist’& house-flag of free trade. With the Factory 
Acts he came to terms: no one who knew how they had 
worked in the North, he was writing in 1864, had ‘any doubt 
tKftv of their wisdom; and in that year and in 1865 he was 
arguing, from the starting-point of an individualist’s objec¬ 
tion on principle to monopoly, that since railway transport, 
like the post, was of a monopolistic character, if not precisely 
a monopoly, and since the .Act of 1844 provided for a possible 
purchase of the lines by the State, such purcha.se might 
reasonably be begun. He did not precisely advcK'atc it, but 
he wished the matter examined. hNisting railway boards, he 
argued, had ‘many of the defects of Cjovemmcnt Boards’: 
their members were anything but practical railway men. His 
tentative solution was purchase and consolidation of the lines 
by the State—there were still a great number of separate 
companies—and leases of the system for terms of years to 
working companies of practical men. 

In the City he would have preferred, like Wilson, free bank¬ 
ing and a system of multiple re.serves—had he been arranging 
a City <ie noxo. As he was not, he concentrated on a scheme 
for Bank of I'higland reform—not l>egun for another fifty 
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years—and on the nceil for a greater Bank reserve, a need 
which was in a n\easiire rect)gnized and met during his life¬ 
time. 

Neither under him, his predecessor, nor his immediate 
successors was The Economist ver)' closely concerned with in¬ 
dustrial questions, except on their financial side; save that 
now and then it criticized what it reckoned trade-union ex¬ 
travagances, praised trade unionists who clung to individual¬ 
ism, or spoke with regret of the ‘New Unionism’ after iScSS. 
But for many essentials it had long industrial sight. .At the 
time of the CJreat Exhibition it had enunciated the axiom, 
obvious to us but not obvious to most Englishmen in 1851, 
that the industrial 'superiority of the 1 ; nited States to England’ 
was 'as certain as the next eclipse’. Fifteen years later—just 
after the American Civil War - it was reminding ICnglishmen, 
still not quite convinced, that ‘as soon as America is densely 
peopled, to .America must our iron and coal supremacy ... be 
transferred’. .Average Englishmen were sceptical because at 
the moment Britain was raising four times as much coal as 
.America. Forgetting his journal’s standard avoidance of 
prophecy, Bagehot propped his argument with the assertion 
—‘the great economies’ in the use of coal, 'that can reasonably 
be looked for have already been introduced’. This defective 
technological foresight may, however, be pardoned: Stanley 
Jevons, writing on coal just then, showed no better. 

'Fowards one aspect of economic freedom Bagehot and his 
successors were as unsympathetic as ever Wilson had been. 
No journal has been more consistently critical of investment 
booms, blind capital —the term is Bagehot's - and ail kinds of 
doubtful promotion and speculatioji. It was critical of Over¬ 
end and Ourney before and after the crisis of ’66. It was 
warning blind investors against Spanish and Japanese loans in 
1870. 'Fhe ‘Kaffir Circus’ and the floaters of ‘limited.s’ in the 
eighties had in it a vigilant critic. Maybe here it was over- 
conserv'ative; for in its early days—as a good individualist— 
it had suspected the principle of limited liability: let men take 
all the risks of their ventures. When others were rejoicing 
without rc8er\’e that the great house of Baring had been savetl 
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in iSt>o, it felt bouml to render thanks less for their salvation 
than for their failure to unload more of the had stuff that they 
had handled on to a too trusting j>ublic. liight or nine years 
later it was dealing very faithfully with the Hooley and Law- 
son promotions, as it has dealt with their successors before 
and between the wars of the current century. 

IV 

Wars: The Economist has always hated them; always wished 
them over soon, as it did the .Xmerican Civil War; sometimes, 
in its loathing of their economic folly, it has perhaps ignored 
the strength of the non-economic motives which make men 
begin them or persist in them, or hoped, even believed, that 
economic pressures would prevent them more effectually or 
terminate them sooner than those who understand homo 
beUicosus better than they appreciate homo economicus believe 
to be reasonable or probable. Here its historical value lies in 
its accurate reflection of the thoughts and hopes of perhaps 
the vast majority of Knglishmen before 1914 and—shall we 
say ? -between 191S and 193s- 

'Take the war of 1X70. Like most ICnglishmen it put all the 
blame of the outbreak on Napoleon. .After their first disa.sters 
it urged the French to ‘make the best peace that can be got’. 
‘If they persevere in war. their crime will be as great as the 
original error of beginning it.' That is not how proud nations 
argue when at bay. .\s the rumour got abroad that Prussia 
meant to annex Strasbourg and Met/, it argued that this was 
unlikely because it would be so unwi.se. It would give the 
world real rea.son to fear her. But Prussians like to be feared. 

f)f British late-nineteenth-eentury imperial wars it was 
normally critical; but they were not great t)r costly enough to 
stir it deeply. Once it was stirred, but in an unexpected way. 
When Khartoum fell in 1.S85 its editor-perhaps for the only 
time —-became the average homo beUicosus. ‘(Jordon may have 
been killed, in which case his death must be avenged.’ .Avenge 
is an unusual word for The Economist. Certainly at that time 
it was more conservative than it had once been; and (Jlad- 
stonian Home Rule went near to making it a I’nionist partisan. 
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From that it was saved by Conservative dallyings with ‘Fair 
'I’rade’: there are signs, it was writing in 1S85, tluit ‘one party 
intends to reject economic science altogether as a device 
of the enemy’. [Kconomic Science Free ’Frade.] When 
1899 came it showed its central conservatism [not C'onserva- 
tism] by agreeing that if Lord Salisbury decides for war in 
South Africa ‘the country’ will bow to his decision’. It s;jw 
no need for war itself and thought that C'hamberlain had mis¬ 
handled his diplomacy. But it agreed with many other of his 
critics that if the Boers attacked they must be thrashed; and 
the Boers did attack. 

The Boer War over, liberal and ‘economic’ minds put aside 
thought of war increasingly for majiy years. Some other 
minds did not; but the folly of war, the loss to all parties that 
it inevitably implies, the mountain of costs that would make 
a Kuropean war—if, per tmpossihle, such a thing should (K'cur 
—as brief as it must of necessity be terrible, were matters of 
common form in average British non-military circles, anil to 
some degree even in military ones. The Economist was with 
the majority. On .\ugust i, 1914, it was an advocate of 
‘strict neutrality’ and was speculating on the chance of Britain 
‘mediating etfectively’ between combatants who were bound 
to be speedily ‘exhausted’. And in September when, with the 
rest of England, it had recognized that neutrality was com¬ 
patible neither w ith her interests nor w ith her honour, it was 
still writing about ‘the economic and financial impossibility of 
carrying on hostilities many months on the present scale’. 
'I’o which mistaken judgment must be addeil that of most 
members of European (Jeneral Staffs, who had all planned 
for quick decisions and a short war, on grounds military and 
political, but also economic. 


\' 

With all economists and what one may perhaps call anti¬ 
economists, the journal had spent too much of its strength in 
the years preceding 1906 in a fight over free trade. 'I’hat was 
inevitable. Built to sail for freedom, it could not now pull 
down the flag, even had it wanted to. Most emphatically it 
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did not—and again it had the majority on its side. Once more 
with the majority, from 1906 and subsequently after 1918, 
it was working out that compromise philosophy between ‘man 
versus the state’ and ‘man for the state’, between the indi¬ 
vidual’s unqualified right to choose and the state’s sovereign 
right to order for the common good, to which we are all— 
or nearly all—committed; the philosophy which, by con¬ 
cessions from both sides, is moving towards some such cross¬ 
ing of ‘individualisin’ with ‘socialism’ as John Stuart Mill 
had looked for\vard to during Uagehot’s lifetime; the com¬ 
promise philosophy which has thrown up a liberalism with 
every variety of ‘plan’ and latterly a communism with a Com¬ 
missar for Cosmetics, h'or a study of the evolution of British 
social-economic thought since early Victorian days there is no 
more indispensable .source than I'fie Kcommist. 

When one turns to the technical side, to the ‘Weekly Com¬ 
mercial 'rimes’, the ‘Bankers’ (lazette’, and the ‘Railway 
Monitor’, their value as a source for the economic historian 
is so obvious as to call for no more than bare illustration. True, 
most of the facts are to be found somew here else, but where 
else are they so accessibly collected r You can get files of 
Brices Current from other .sources, but now here so convenient¬ 
ly and with such continuous uniformity. In index-number 
compilation The Kcotumist was a pioneer at a time when the 
index-number had not been refined to its pre.sent point of 
almost exaggerated perfection by the work of free statis¬ 
ticians and bureaucratic ‘interferers’. But that old, crude, 
'Economist' index-number’was a most valuable tool for which 
users should be grateful. For a long time there was nothing 
better or nothing at all. The reproduction month by month 
of the oflicial trade returns has been an immense convenience. 
'I’hey are to be harl, of cour.se, at the Stationery Office, and 
they are bound in the folio files of the .-Xccounts and Papers. 
But anyone who hail equally easy access to those files and to a 
file of The Economist - people so fortunately placed are few, 
but the writer happens to be one of them—would invariably 
work with the newspaper. 

'Phe same is true of Stock Kxchangc quotations. Bank 
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returns, and a score of other records of recurrent facts which 
The Economist patiently reproduced in the same section of its 
issue, and for many decades in the same rather old-fashioned 
format, so that the economic historian could turn up the fact 
that he wanted with ease and certainty. It was always where 
he expected to hnd it. 

More valuable still are the supplements. Once, as has been 
seen, there was a Literaiy Supplement, but this was rightly 
judged to be supererogaton.* and was discontinued. 'I’hcrc 
was not a supplement but a full section on .\griculture, which 
also atrophied as time moved on. One would ncR now turn 
naturally to The Economist for an article on ‘Deep or Shallow 
Draining’, or on ‘Top Dressing’ as one could in 1.S55 or 1S57. 
In 1861 began what was called not. as later, just a Hanking 
Supplement but a joint .Stock Hanking .Supplement - because 
at that time only Joint .Stock Hanks issued the reports and 
accounts out of which a supplement could be built up. 'I'here 
were sixteen pages of supplement that year. Later it grew to 
a huge size. You could write not, it is true, a complete but a 
tolerably satisfactory' history of modern Hritish banking from 
this file of supplements, the bank-chairmen’s speeches al.so 
reported in The Economist, its Hank of Itngland returns, and 
the discussions by editors of Hank policy and .Money Market 
affairs generally, first in the ‘Political Ix'onomist’ and then 
in the ‘Lconomist’ section. 

Even more important, and specially valuable because of its 
continuity of form, is the annual (Commercial History anil 
Revietv which began under Hagehot in i8t»4, reviewing the 
trade of 1863. Here, year after year and in uniform fashion, 
are the reports of the well-informed local correspondents, 
telling of boom and slump and the rise and fall of industries. 
If The Economist’^ leaders have a strong national or even 
London flavour, its annual trade reviews take us into the 
places where the things were made; into Yorkshire growing 
rich on Lancashire's distress in the cotton famine - if you 
cannot drc.ss in cotton you must ti.se the (tther stuff—or 
wailing over McKinley’s tariff of 1890; the (.’lyde and the 
north-east coast in their shipbuilding slumps and booms, 
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now empty ships and now crowded yards and soaring prices; 
the recurrent troubles of Belfast linen; the almost unchecked 
success and expansion of Messrs. Coats of Paisley. 

Add to these British reports the steadily improving quality 
of The Economist's foreign correspondence, in particular its 
American correspondence. Its eyes had been turned towards 
America from the first. .All that .America did or might do was 
of absorbing interest to its succe.ssive editors—in cotton, 
wheat, ‘hog products’, railway building, oil, trusts, banking 
chaos or banking law. 'I'he New A’ork correspondence is a first- 
rate source for the .American crisis of 1907 or its successor of 
1929, to take comparatively recent illu.stratitms only. One can 
naturally learn more about New ^'ork from .American sources, 
as one can learn more about Knglish wool and cotton from the 
Yorkshire Obsen er and \\\e Manchester Guardian \ but for con¬ 
venience, continuity, and cool judgment The Economist is 
invalualde. Besides, not the most teiitonically industrious 
of historians can master all the daily presses of all the indus¬ 
trial regions. Hence his gratitude for a series of files which, 
if in the aggregate most substantial, can at least with a reason¬ 
able expenditure of time and determination be attacked. 

VI 

If, on the technical siile, one had to .select The Economist's 
major, but at first half uncon.scious and by no means happily 
undertaken, contribution to the economic history of modern 
Britain, one would select the materials which it provides for 
tracing the rapid and, to its founders unexpected, growth in 
the ‘anonytnity’ of British commerce and industiy. In James 
Wilson’s day it had held that experience demonstrated how 
‘no joint stock company can do as well as individuals anything 
that is within the reach of the latter’ (Sept. 2h, 1857). Rail¬ 
ways, canals, and some other things, it was agreed, were not 
within the reach of individuals or private partnerships. But 
the .Act had just passed (in iS^b) which, w hen codified in the 
better known C’ompanies .Act of i.S(>2, opened the whole 
economic field to the sochUe anonyme, in its public or its 
private form. It was precisely of this legal development that 
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Wilson’s Economist was critical. Yet, in market quotations, 
reports of chairmen’s speeches, articles on that imitative or- 
gani7.ation the Credit Foncier of England, or on Overend and 
Gurney Limited; on the promotions of the eighties, the 
Hooley companies and the textile combinations of the nine¬ 
ties, the banking amalgamations and the amalgamations in 
iron and steel, the multiple shops, the compulsory railway 
amalgamations after the war of 1914; or on Swedish Match 
and the Hatr)' enterprises later, The Economist, performing its 
function of recorder, has traced, criticized, though by no 
means always welcomed, the evolution, and the many abuses 
connected with it, which has given us a Britain of the L.M.S., 
the I.CM., the Lancashire Cotton Corporation, Messrs. Lyons, 
London 'I’ransport, the Big Five, and the Ivlcctricity Board. 
As we know, even when the individual has continued to play 
the leading part that Wilson assigned to him —in fact, where 
initiative and motion have been required, he generally still 
has—his activities have been crystallized into a Ferranti 
Limited; a Montagu Burton Limited; or a .Morris Motors 
Limited if almost unlimited. For all this, and much else, 'it 
is good to read a little in the tiles’ of The Economist. 



A POLI TICAL RETROSPECT 

By E. L. WOODWARD 

I 

A MONCJ the books of the year 1843, in which The 
- Economist first began publication, were Mill’s Ijygic, 
Carlyle’s Past and Present, Slacaulay’s Collected Essays, the 
first volume of Modern Painters, Dickens’s Christmas Carol, 
Browning’s The Return of the Druses, and 1 lerbcrt Spencer’s 
The Proper Sphere of Goz ernment. 'Phe pictures of the year 
included Turner’s The Sun of I'enice going to Sea. 'Phe 
meeting of the British Association in 1843 heard an account 
of Joule’s experiments demonstrating the equivalence of 
heat and mechanical energy. 'Phe term ‘energy’ indeed sums 
up one of the common features of these widely diflPerent 
intellectual and artistic activities. 'Pheir setting was an 
Ivngland in which railway building, perhaps the greatest 
physical achievement of the human race over a single 
generation, was still astonishing contemporaries, changing 
all their standards of speed, and providing them with 
anahigies applicable to other spheres of ‘progress’. 

'Phese analogies certainly applied in the political sphere. 
In 1843 the agitation for the Reform Bill was already a 
fading memory, overshadowed in the popular mind by 
disappointment and disillusion. 'Phe .Vet of 1832 had indeed 
brought little outward change in the composition of Parlia¬ 
ment. Membership of either House carried far greater 
prestige than it carries to-day. 'Phe electorate was still 
small; party organization throughout the constituencies was 
rudimentary, according to modern standards, and the politics' 
of (Ireat Britain still had something of an eighteenth-century 

* 'rht* hiui^ct of 184^ is envious rraiiin^ for the taxpayer of 1943, bi;t 
certain items have their modern counterparts e.jj. grants of relief to 
"Foulonese niul I'orsican Kmiijrants, Dutch Naval ()f!icers' Widows, San 
Domingo Sufferers, American 1 loyalists, Polish Refujrccs. Distressed 
Spaniards, Poor French l^otestam Clergy, and IVnir French l^tity, and 
others with ‘special claims <»n Her Majesty's Justice and Liberality*. 
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look about them. Nevertheless, although legislative activity 
of a general kind hears no comparison with the immense 
volume of public .\cts a hundred years later, I .ord Melbourne 
was the last Prime Minister to tell even the House of Lords 
that the making of laws was ‘only a suhsidiar)' and incidental 
duty of Parliament’. Melbourne was a dilettante who enjoyed 
(at least for a time) the experience of office. Sir Robert Peel 
had different ideas of government. Peel was 'the best man 
of business who was ever Prime Minister’; his Cabinet, after 
Mr. Gladstone became President of the Board of Trade in 
May 1843, included five men who had held or were to hold 
the Prime Ministership. 'I'he conduct of affairs in such 
hands was unlikely to he incompetent. In any case, whatever 
party might he in office, there were social and econotnic 
problems which the country refused to allow Parliament to 
ignore. Peel did not wish to ignore them. In fact, he broke 
the unity of his party in trying to solve them. 

What were these new is.sues? 'The Annual Rr^ister for 
1843 sums them up in a tortuous sentence about 

the general direction of the «»pinions prevailing upon public 
affairs at the commencement of this year, a,s having been concen¬ 
trated in an especial manner up«in that class of questions which ha.s 
of late continually assumed a more prominent position in public 
affairs: those namely, which relate to the internal condition, the 
physical comforts ami resmirces of the industri«)us classics, ami 
the bearing upcm their welfare of particular systems of commercial 
and fiscal economy. 

In this respect the years between 1843 and iq43 form a 
single period marked by a rising siandartl of living and a 
rising public con.science. Furthermore, throughout a century 
of reform the removal of existing evils did not bring com¬ 
placency, but greater dis(]uict and indignation at the evils 
which remained. 'I’his sense of indignation would not have 
been felt unless there had also been a belief that improve¬ 
ment was possible. Such a belief, in turn, could not have 
been firmly grounded unless there had been tangible evidence 
of a change for the better. 
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II 

The casual reader of history, and even the careful reader 
of bad histories, mii;ht well assume that at all events in 1843 
recent changes had been almost entirely for the worse. Here 
it is necessary to look at the whole of (ireat Britain. In 1843 
there were many thousands of men and women (including 
large numbers of Irish immigrants) whose condition, through 
no fault of their own, was worse than that of their grand¬ 
fathers. There were many thousands of others for whom 
slight improvements in some directions were outweighed 
by particular and, often, imponderable losses. Above the 
‘poverty line’ and among the more fortunately placed there 
were, as there still remain, immense ranges of life darkened 
by unnecessar\’ suffering. 

Nevertheless, if 1843 be compared with 1743, one fact is 
clear. More people born in England in 1843 were likely to 
sur\ ive through infancy to childhood, through childhood to 
manhood, and to live to old age. For reasons which every¬ 
one knows, the figures arc none too accurate, but it is roughly 
true to say that in 1843 ai^out three out of every four babies 
who sur\ived the dangers of birth lived at least to the age 
of five, and that, of these five-year-olds, nine out of ten 
lived beyond the age of twenty. These figures are grim; 
they mean that, in an average infant sch<H)l of f>oo children, 
si.xty would not see their twenty-first birthdays. 'Fhe 
change to-day, even with the hazards and privations of war, 
is one measure of the social improvements of a hundred 
years. Yet, in the year 1743, the harvest of death would have 
been far greater at every point in the scale. It is therefore 
possible to conclude that in 1843 f(H)d. clothing, medical 
knowledge, ami general conditions were better suited to 
survival than in 1743. Happiness cannot be measured by 
length of days, and life can be dragged on as well as cut short, 
but the chances arc that these decreasing bills of mortality 
implied an increase in the sum of human well-being. 

'I'hc rising public conscience reflected in the jxditics of 
the nineteenth centurv was not due merelv to the fact that the 
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people who watched the building of the railways could 
not doubt the possibility of large-scale social improve¬ 
ment. 'I'here was also greater awareness of the existence of 
social evil. It is sometimes said that the increased segrega¬ 
tion of classes during the course of the industrial revolution 
isolated the p<x)r from the rich. 'The relations between 
master and man not idyllic in the past became more 
impersonal, and the well-to-do began to live in quarters far 
away from the misery of the poor. This isolation has been 
exaggerated; the palace and the slums of Westminster, or, 
for that matter, the palace and the slums of Lambeth, had 
been jumbled side by side for centuries without much 
effect on the consciences of those who frequented the nobler 
buildings. It is more to the point that the parliamentary 
inquiries of the early nineteenth century and, particularly, 
those which were carried out in the generation following 
the Reform .\ct of 1S32. proviiled a survey of social con¬ 
ditions on a scale hitherto unknown. These public impiiries 
would never have been made if men’s mittds had 
not been liberated fnnn the presuppositions of a static 
society. 

The reports of commissions and committees gave tabulated 
and statistically arranged records of suffering which startled 
the age. These records were commented on in the press and 
discus.sed in the monthly and i|uarterly reviews which were 
themselves new instalments for the diffusion of ideas. 1 lither- 
to people of a charitable turn of mind had been concerned 
with what one might call ‘local’ mi.sery, the misery of the 
parish and of the neighbourhood; distress which could be 
lightened to some extent by private benevolence. The 
horrors of the slave trade, the horrors of Lnglish prisons, the 
tale of wretchedness revealed at the time of the Factory 
Acts of 1802 and 1819, had been regarded as exceptional 
(even so, the lIou.se of I.ords hatl disagreed with the view of 
the Commons that a child of nine shouUI not spend more 
than eleven hours a day in a cotton-mill). The reports on 
conditions of employment in coal-mines, on public health 
in towns, on the employment of children in calico-printing, 
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nail-makinf', and other industries, the Devon Commission 
on agrarian comlitions in Ireland, showed masses of distress 
with which no private charity could cope; nothing, in short 
could deal with Manchester or with Lord Ix)ndonderry’s 
mines except legislative action. 

In 1843 this tide of inquiry was in full flood. 'Fen years 
earlier Cobhett had ridiculed the arguments of manufacturers 
and economists against the Factor)' .\ct of 1833 by pointing 
out that these arguments based the industrial welfare of 
Fngland upon 30,000 little girls. ‘If these 30,000 little girls 
worked two hours a day less, our manufacturing supremacy 
would depart from us.’ There was no need even to ridicule 
the few arguments brought forward to defend the state of 
things ilisclosed in the report on conditions in coal-mines. 
'I'he political tight for shorter hours and better conditions 
of work was only in its earlier stages, but, within four years 
of 1843, the agitation in which Ashley played a noble part 
at last secured a fifty-eight hour week. Fifty-eight long 
hours for those who had ttj work through them, but a 
shorter week than most home-workers had known in the 
eighteenth century. 

The treatment of chartism also shows a change in the 
temper of the governing class. Most of the chartist leaders 
were impri.soned at some time or other; many of the sentences 
pa.ssed on them or on their followers were harsh and un¬ 
discriminating, but. in view of the incitements to violence 
on the part of the supp«)rters of ‘physical force’, and of the 
inability not merely the unwillingness-of government to 
remove the social evils against which chartism was a protest, 
it would be vinfair to describe the general attitude of public 
authority as panic-stricken or vindictive. 'Fhere was little 
interference with freedom of speech or writing. 'Fhe 
traditions of Fnglish political liberty were on the side of 
the chartists. If they hail real grievances, they had a right, 
as Fnglishmen, to expre.ss them and to make public demand 
f(jr redress. If they had no real grievances, they would not 
keep their following. 
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III 

The chartists had real grievances, and Parliament, to 
which they appealed, was unable to find remedies on a 
scale commensurate with the evils that were now known to 
exist. J. S. Mill—a severe critic of his age—once suggested 
a reason for this inadequate response in a phrase that there 
was ‘a certain order of possible progress’. Progress in the 
organization of things and also in the reception of ideas. 
Consider, for example, this ‘order of possible progress’ in 
the sphere of public health. Kngland t(M)k the lead among 
European nations in making provision for public health. .A 
‘Health of Towns Association’ was founded in 1840; two 
years later a parliamentary report on the sanitary ctmdition 
of the labouring population was the precursor of the Public 
Health .Act of 1848. 

Why was this Act not passed until half-way through the 
nineteenth century ? One of the main causes of the filth 
and stench of towns was the lack of a proper drainage 
system, but, as Sir John Clapham has pointed out, a modern 
drainage system was impossible without pipes of a cheap 
and non-porous kind, and these again were of little use 
without the traps and gullies and hydraulic devices which 
the new profession of sanitary engineering was inventing 
piece by piece. Cheap glazed earthenware ilrainpipes, for 
example, were not made until about 1846. It would be as 
absurd to blame the citizens of Liverpool (the first town to 
appoint a medical officer of health) for not constructing a 
good drainage system in the reign of (Jeorge HI, as to blame 
them for not introducing electric light. .Moreover the 
sanctions attached to the neglect of public hygiene were 
not fully understood in 1843. Before the middle years of 
the century the theory of the transmission of disea.se by 
minute living organisms was not a scientifically verifiable 
hypothesis. It is indeed a curiously English phenomenon 
that measures were taken to prevent the spread of germ- 
bome diseases before the existence of such germs was 
actually known. 
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Siinilur limiting' factors explain the delay in the provision 
of amenities and open spaces in towns. 'I'here had lonj^ been 
royal parks and parks helon^in^ to great magnates. Most of 
these parks had been open as a matter of custom to the public, 
except for purposes of killing game. 'I’here were commons 
and town fields or moors; these open spaces were part of a 
practical agricultural system. No one had thought of Houn¬ 
slow 1 leath as an ‘amenity’. No public body had ever 
provided open spaces as ‘amenities’. 'I'here were no public 
bodies with powers to spend money on ‘amenities’ of this 
kind, and the lack of such open spaces in the manufacturing 
towns was as new a problem as the problem of safety on 
the public roads in the third decade of the twentieth century. 
'I'his modern problem also illu.strates the limiting factors 
of progress; the simple device of painting a white line down 
the centre of the road N\as impo.ssible until a tarred surface 
had lx*en superimposed upon a macadamized road. 

'The provision of amenities takes one beyond the ‘organiza¬ 
tion of things’ in 1S43 to an ‘order of possible progress’ in 
the development of ideas. The Victorians are often derided 
for their optimi.sm. The truth is that they, like ourselves, 
were not optimistic enough about material progress. 'I'hey 
might have been more impressed by the power at their 
command. They might have looked beyond the early 
confusion of the ‘machine age’. They might have envisaged 
a time in which the most serious ‘long-range’ problems 
confronting .society would have nothing to do with the 
avoidance of scarcity. These problems would be concerned 
with the enjoyment of wealtb and leisure. The ultimate 
danger, the final test of the endurance of we.stern civilization, 
would not be a struggle for food, or even for power, but the 
ennui of h)ng Byzantine afterncKUis. 

Such problems, and their political corollaries, were a 
century more distant in 1843 than in 1943. bNen so. a 
realization of their significance would have set the difficulties 
of the time in better proportions. If Peel and his colleagues 
in 1843 bad seen the business of the day suh sfyecie liiurnitatis, 
there would have been less timidity of execution, less fear 
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of ‘government’. 'I’he men of 1843 were distraught liy the 
weight of past centuries. They associated what was known 
as ‘government’ with the older forms of despotism; they 
equated ‘state interference’—a question-begging term— 
with corruption and bumbledom. 

On the other hand, they could see that increased freedom 
of private action had produced excellent results. Lamer- 
faire as a mode of economic and political liberation harmon¬ 
ized with English traditions. .\ superficial but very powerful 
school of political thinkers had laid down that *it is with 
government as with medicine; its only business is a choice t)f 
evils. Every law is an evil, for ever)' law is an infraction of 
liberty.’ Liberty was desirable not only for itself, but al.so 
because, in the nature of a well-designed universe, the 
enlightened self-interest of the members of society, acting 
as individuals, would secure a proper symmetr)'. Bentham’s 
opinions had lost much of their glamour in 1843, but the 
principles of laisser-faire were being applied with obvious 
success to the fiscal system. .An administration which had 
cut down or removed the duties on approximately two-thirds 
of the articles scheduled in the tariff was not likely to think 
in terms of increasing state control over industry-; an elec¬ 
torate which was being stirred by the new propaganda 
methods of the .Anti-Com Law League was unlikely to want 
increased state manipulation of agricultural prices. 

In any case the ‘order of possible progress’ again applied. 
The data did not exist for the basis of a more fully planned 
economy. 'Ehc officials of the central and local government 
were few and for the most part untrained in administration. 
Outside the handling of currency and financial problems there 
was little administrative expertise. Rowland Hill’s simple 
suggestions for a uniform, pre-paid rate of postage would 
have been made inside and not outside the Rost Office, if 
the officials of this department had thought it their duty to 
improve the public services. Profe.ssional standards were 
rising. Whig legislation had done more to raise the stan¬ 
dards of performance of clerical duty than the tractarians 
had been willing to admit. ‘Eldonism’ had vanished, and 
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public opinion had secured a measure of judicial reform. An 
Act of 1843 which entrusted the recently incorporated Law 
Society with the duty of keeping the roll of scjlicitors, provided 
the means of ‘cleaning up’ the legal profession throughout 
the country. 'I'he self-help of the apothecaries had broken 
down the conservatism of the established colleges of physi¬ 
cians and surgeons, encouraged the opening of medical 
schools, and created a new figure, the ‘general practitioner’, 
in every urban and rural community. For a quarter of a 
centurv' before 1843 the Institute of Civil Engineering had 
given a status and a centre of discussion to the men who 
were changing the landscape of England and the social 
habits of Englishmen. 'I'he scope and purpose of The 
Economist illustrate in an interesting way the increasing 
‘pn>fessionalism’ of the business classes and the demand 
for a practical application of the new type of scientific 
knowledge. 

'I'he backwardness of the civil service in this age of profes¬ 
sional advance was due partly to the lack of any proper 
system of selection, and partly to the type of secondarv’ 
education given to the men who by birth or influence 
secured the higher posts. Secondary' education had improved; 
the public .schools (not for the la.st time) were ‘reformed’ 
before the ancient universities. 'These reforms were carried 
out through the personal energy and initiative of men like 
.Arnold who were more open to ideas than the ‘life Fellows’ 
of the Oxford and Cambridge colleges. Nevertheless in the 
sch{M)ls as well as in the universities there was too much 
emphasis on formal linguistic or mathematical ability and 
t(K) little concern with modern subjects. With few exceptions 
the level of teaching in ‘private’ scluwls was below that of the 
public schools. 'The edvication of the p<K)r had hardly begun. 
In 1843 Farliament voted £,^0.000 for public elementary 
education in (»reat Britain; only twice the cost of the up¬ 
keep of Parkhurst prist)n for juvenile offenders,’ and one- 
sixth of the vote for the expenses of convict maintenance 

* It is fair to poiot out that the soj^regation of juvenile oflfenders was, 
in fact, a measure of prison refonn. 
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and management in New South Wales and Van Diemen’s 
Land. 

In spite of their distrust of ‘government’, and in spite of 
the limitations upon the work which government could 
perform in 1843, Englishmen did not regard laisser-faire 
as an immutable principle of society. .Members of Parlia¬ 
ment and their electors, and with giK>d reason the people 
at large, had distinguished long before 1843 between general 
state ‘interference’ with industry and the special measures 
necessary to protect those who could not protect themselves. 
Legislative methods of dealing with social evils might be 
applied too cautiously, but it was not difhcult to make the 
House of Commons (the Li)rds were a tougher problem) 
understand that a law to prevent little children from watching 
doors in coal-mines was not a plan for the ruin of industry 
or for the introduction of state socialism. 

IV 

How then does the attitude towards a ‘possible order of 
progress’ in 1843 differ from the altitude of Imglishmen a 
hundred years later? Obviously, the lessons of experience 
have shown that there is a much wider held in which the 
State can do things better than private persons can do them. 
Obviously, this experience of a hundred years has brought 
greater administrative knowledge, a higher standard of living, 
countless useful gadgets, less waste of energy, and a certain 
flexibility of mind. Neverthele.ss it is doubtful whether 
there is much change of attitude towards problems which 
are relatively new and not merely a continuation of tasks 
already begun. Consider the two main problems of our 
time: the prevention of war and the question of population. 
'I’hese problems arc relatively new. 'I'he prevention of war 
is a different thing from the prevention of wars; a deliberate 
attempt to regulate the numlMrrs and improve the quality 
of human beings is a different thing from getting rid of a 
particular range of ‘killing’ di.scases. 

It cannot be said that our approach to these problems 
of our own time is noticeably bolder or more imaginative than 
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that of our ancestors to the ‘new’ problems of 1843. We have 
he^un, slowly, to accumulate the data upon which action 
might he based and by which public opinion might be 
moved. 'Khe term ‘accumulation of data’ is indeed a vast 
understatement if it is used to describe the evidence that we 
must either prevent war or die of it. We have also made one 
attempt at an international political organization for the 
peaceful settlement of disputes and the prevention of 
aggressive war. 'I'he experiment failed, partly because it 
was made without proper examination of the causes of war. 
'Fhere does not exist any fundamental analysis—historical, 
economic, psychological, political-of the causes of war. 
'The literature of the subject is largely bogus. 'The expendi¬ 
ture upon investigation is small and ill directed. 

'I'lie avoidance of destruction by catastrophe is only one 
of the immediate problems of modern political society ; the 
‘problem of population’ is also one of survival, but here again 
we have hardly reached the stage of a scientific arrangement 
of data as a basis of action. We do not know what we want. 
We have not considered what our present knowledge would 
enable us to secure. We do not know how many people, or 
what kind of people we should wish to see in (Ireat Hritain a 
generation or two hence. We have reached only certain 
negative conclusions that there are types which we do not 
want. We spend little jiublic money in tr\ing to set out the 
necessary questions for investigation. Kven if we had 
accunudated more data, we should still be faced with the 
limiting factors which delayed social action in our great- 
granilfathers’ time. We should have the same timidity in 
the application ()f knowledge, the same doubts whether, 
after all, we were not powerless against the blind forces of 
nature. 

It is possible, indeed, that we are less well fitted to deal with 
our ‘border-line’ problems than were our ancestors in 1843 
because the ‘short-range’ experience of the twentieth century 
has made us less hopeful about the future of western stKiety. 
Wc have grown wary of assumptions that material inventions 
will always be turned to good purpose. The internal- 
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combustion engine may seem in 1943 a im»re iloubtful 
instrument of human progress than the railway appeared 
to most people in 1S43. For the last ten years we have had 
cause to wonder whether political liberty, toleration, and 
the rule of law would survive in southern, central, or eastern 
Europe. We should remember that in 1843 serfdom existed 
on a large scale in Russia, and slavery in the southern States of 
America, as well as in the colonies of four European Powers. 
Central European despotism in 1843 was less cruel, less 
systematized, but hardly less politically suffocating than it 
is to-day. The difference between the outlook of ICnglish- 
men upon bmrope in 1843 and in iy43 is that we have pas.setl 
through certain decades of hope, and that we have realized 
with tragic dismay how small are the areas of liberty in the 
world. 


\' 

In 1843 most Englishmen, comparing their own political 
regime with that of other countries, had good reason t»> 
be content with parliamentary institutions. The chartists, 
for example, wanted more parliamentary activity by better 
parliaments; few of them i|ucstioned the assumptions upon 
which representative government was baseil. An increase in 
the tempi) of social improventent, a legal and economic 
system less weighted against the poor were the main 
demands of English ‘revolutionaries’ a huntlred years ago. 
Taken in the large, the.se demands have remained con.stant. 
'I’hey have been sharpened to a certain extent by theory, anil, 
even more, by a general acijuiescence in their rigluness. 
The sum of the matter is that, politically, in 1843 England 
was already set on the course which she has now followed 
for more than a century: a left-centre course deternuned 
ultimately by the wishes of the English people. To this 
course political parties have returned after periods ‘in the 
wilderness’. 

At least three of the main transformations in English life 
have contributed to the steadiness with which the political 
direction has been maintained. These three changes have 



A 1 ‘OMTICAL UETKOSPFXT 6i 

been the greater urbanization of the English people; the 
spread of elementary education; and the enfranchisement of 
women. 'I’he urbanization of England is something more 
than a decrease in the percentage of the population engaged 
in agriculture, although this figure has been halved in a 
centun,'. 'I'hc effects of elementary education are difficult to 
measure partly because our own standards of education have 
risen to such an extent that we have forgotten the most 
unplcasing marks of an illiterate society. 'I'hc enfranchise¬ 
ment of women is much more than a political event. Indeed 
it might be said that the general change in the position and 
status of women was the most fundamental difference between 
English society in the early Victorian age and English 
society t<»-day. .After the old House of Commons had been 
destroyed by fire there was a proposal not to include in the 
new house the gallery t<t which ladies had been admitted. 
'This proposal was not a return to the ideas of the seraglio; 
a society based upon the code of T/ic lic^«ar's Opera or, for 
that matter, upon the ideas about the place of women held 
by the suns of (Jeorge 111 , was unlikelv to lead to any real 
equality between the sexes. The Victorian conventions were 
a necessary background for the movement in favour of the 
eilucation of women. .\ny one who is in doubt about the 
immense olistacles in the way of this movement had better 
read Tennyson’s The Princess. 

VI 

The material gains and wide stK’ial transformations of a 
hundred years have lirought something more than a greater 
public sensitiveness to mi.serx' and injustice. Out.side the 
sphere of politics, and yet affecting the nature and treatment 
of political ipiestions, there has been an intellectual change 
which is most difficult of all to measure because it is some¬ 
thing new in we.stern society. Perhaps this change may be 
symbolized bv the difference between a nineteenth-centun,' 
railway line and a twentieth-century line of electric pylons. 
I'^ach has its own significance and has added s<»methingto the 
’man-made’ features of the binglish landscape; the gossamer 
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of the pylons and of their cables suggests a greater subtlety 
than the railways. 

The intellectuali/ation of modern life, as shown in poetry 
and music and painting as well as in the analysis of political 
problems, is a new phenomenon. There is nothing com¬ 
parable in the earlier renaissances of the West. 'I’here can 
be nothing comparable because the foundations upon which 
this delicate intellectual superstructure of our own time has 
been built arc those of exact scientific knowledge. The 
knowledge is subtler because the instruments are more 
subtle. At the last we have reached the paradox by which 
reason is used to demonstrate that reason itself is never 
undisputed sovereign even of our most calculated actions. 
It may be argued that thetilogy always took account of this 
open secret: that Xewman in 1S43 and Burke half a century 
earlier were as much aware of it as we are to-day. 'I'hc argu¬ 
ment is unsound because it misses the point that the new 
knowledge of the inner recesses of consciousness is itself the 
most triumphant achievement of rea.son. It is not a surrender 
but a victor)', not a final acknow ledgement of human weak¬ 
ness but a new .source of healing. 

On the other hand this latest victor)', like the earlier 
triumph of mind over matter in the invention of gunpowder, 
has brought Western society very near to destruction. 1 lence 
there is a temptation t») describe the myth of Icarus as the 
only les.son for humanity, and to a.ssume that, if all know ledge 
is power, all power is a source of corruption. 'The Red 
Indian put his ear to the grouml to get warning of the 
approach of his enemy; the modern Englishman uses radio¬ 
location. 'I'he techni<|ue is different. 'I hc purpose is the 
same; defence against the misuse of power by the holders 
of power. Certain features in tmr swiety support the con¬ 
clusion that we have not enough goodness to be entrusted 
with full knowledge. Such a conclusion, incidentally, levels 
the hopes of millenary Marxism not le.ss than those of 
bourgeois liberals. Once more we should do well to remember 
that the dark philosophy of the European counter-revolution 
in the early years of the nineteenth century led to a similar 
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pessimism. 'I'hc Imslish people would have nothing; to do with 
this earlier trahison des dercs. So also, a hundred years ago, 
against many arguments of the learned, the chartists asserted 
that it was possible to close for ever ‘the tale of wrong and 
suffering’ which hitherto had formed so large a part of the 
theme of recorded history. To-day, as in 1914-18, the 
commons of hngland have reaffirmed their faith, and upheld 
it hy acts which might have seemed beyond the limit of 
human capacity. Who now dares to say that the dreams of 
ordinarv men will never come true? 



WALTKR BAC'iKIKTr 

By FRANCIS W. HIRST 

I 

W AI/rER BAGEHOl' was born on February 3, 1826, 
in Langport, Somerset, a tiny but ancient town on the 
river Parret. As its name indicates it was a port, the last on the 
river, which there ceases to be navigable by the small vessels 
and barges which frequented it in old days. Its origin and 
name probably date from the time when the Saxon invaders 
were held back by the Parret for perhaps fifty years from a.d. 
650 to 700. 'I'he mayor of Langport is still called by the old 
name of Portrevc, and Walter Ilagehot took his part in local 
affairs, becoming in due course Deputy-Recorder of the 
Langport Corporation as well as a county magistrate. 

Being at the head of the Parret navigation 1 .angport was a 
distributing centre over quite a large district of Somerset for 
goods which came in and went out by sea. 'The Bagehots 
were originally Huguenots, and one of them early in the 
eighteenth century established a merchant hou.se with a quay 
on the river at I.angport. When 1 was last there the building 
was still intact and picture.sque. About the same time Samuel 
Stuckey founded the Stuckey Somersetshire Banking Com¬ 
pany, which at the time of Walter Bagehot’s death (.March 29, 
1877) was the largest private bank of issue in Imgland. One 
of the family, Vincent Stuckey, an uncle of Walter Bagehot, 
was associated with Chatham, and helped to get him out of 
his financial difficulties in connexion with the palace he built 
at Burton Pinsent, clo.se to Langport. It was natural that the 
Bagehots and the Stuckeys should join hands in local busi¬ 
ness. 'I'homas Watson Bagehot, who married a niece of Samuel 
Stuckey, was for many years not only head f)f the Bagehot 
merchant firm, but also managing director and vice-chairman 
of Stuckey’s banking company. Walter succeeded his father 
as vice-chairman of the bank and so gained invaluable ex¬ 
perience in the practice t)f local banking, which was to give 
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point and pith and many apt illustrations to the theories of 
Lombard Street, his masterpiece. 

'I'he Bagehots were Unitarians, and Walter imbibed from 
his mother a taste for theology and ethnology. Unitarians, 
being Nonconformists, were barred from Oxford and Cam¬ 
bridge by the 'IVst .\cts. .Accordingly W'alter, after his 
schooldays at the Langport (Jrammar School and Bristol 
College, was sent by his father to University College, London, 
then the university par excellence of Nonconformists and 
Free 'Thinkers. One of its founders was that great utilitarian 
philosopher, Jeremy Bentham, who almost lived to welcome 
the Reform Bill of 1832. .Among the distinguished professors 
in Bagehot’s time was dc Morgan, the mathematician, and 
(jeorge Long, a first-rate (ireck and Latin scholar who had 
taught classics in the University (»f Virginia, and was a whole¬ 
hearted admirer of 'Thomas Jefferson, its founder, the most 
liberal and influential of .American Presidents. 

•At I’niversity College Bagehot made a lifelong friend in 
Richard Hutton, afterwards editor of The Spectator, to whom 
we owe a good account of their years together when students. 
'The two friends started as broad-minded, inquisitive, 
Unitarians or theists. By degrees I Litton moved towards high 
clmrchism while Bagehot, having taken copious drafts of 
metaphysics and rationalism, drew away from organized 
Christianity, finding such intellectual guidance and spiritual 
satisfaction as he needed in .Aristotle, in his own interpreta¬ 
tions of Darwin, and in the great Fnglish classics both prose 
and poetry, llis love of literature never deserted him, but 
after marriage his father-in-law and The Economist attracted 
him more and more to the theory of business and to the 
principles of money, banking, and political economy generally. 
Not that the supreme mysteries of life and death lost their 
fascination; but dogmatism excited scepticism in his breast, 
and when the conver.sation turned on theology or philosophy 
his talk was all the more stimulating because he loved to dart 
puzzling questions at zealots, whose emotional creeds seldom 
allowed for the fact that a benevolent Deity cannttt hive 
implanted reason into mankind without purpose. .At any rate 

F 
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Bagchot, alert, sagacious, speculative, and witty, insisted on 
applying his own reason and common sense to all departments 
of knowledge and experience. 

II 

Undoubtedly the happiest and most important evetu in 
Walter Hagehot’s life was his marriage with Kliza Wilson on 
April 21, 1858. In an introduction to The Lore-Letters of 
Walter Bagehot and Eliza H V/ioM’ her younger sister Kmilie, 
Mrs. Russell Barrington, tells how ‘Walter Bagehot, then 
aged 31, barrister, banker, essayist, rider to hounds, and co¬ 
editor with Richard Holt Hutton of the National Review, 
came into our life’. 'I'hcir father James Wilson was then 
Financial Secretary to the 'I'reasurN' in Ford Palmerston’s 
administration. He was likewise owner and director of The 
Economist, which he had founded with the encouragement 
of Richard Cobden, in 1843, 'in order to further free trade 
principles’. .Mrs. Harrington adds that Hagehot’s political 
opinions coincided with those of James Wilson. They were 
corresponding about banking, and Bagehot had suggested 
that he should contribute on this subject tf) The Economist. 
Wilson wanted to discuss the ipiestion personally and so ‘in¬ 
vited him to C'laverton, our country home live miles frt)m 
Bath’. At the age of ninety-one .Mrs. Harrington retained a 
lively recollection of Walter’s first meeting with Fliza, whom 
he took in to dinner. It was almost a case of love at first sight, 
and sub.sequent meetings ended in a proposal which was 
accepted in November. On liliza’s twenty-fifth birthday, 
December 16, 1857, Walter gave her the poems of VV’ords- 
worth, Shelley, and Keats and the engagement ring. 

'I'hus Walter Bagehot’s connexion with The Economist 
began; and he got on so well with the proprietor and the 
directors, that in the autumn of 1859, when James Wilson 

* Mrs. Barrington consultecl me about the publication of these letters 
and sent me the manuscript to read. It was a rather delicate <pie»tion; 
but after careful consideration I agreed with her that the letters should be 
published. 1 hope and think we w'erc right. 
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accepted the newly created post of Finance ^Iember of the 
Supreme Council in India, he left The Economist in Bagehot’s 
hands, though Hutton for a time remained its nominal editor. 
About this time Hutton (with "^rownsend) acquired The 
Spectator, which was more congenial work, and Bagehot was 
already editing The Economist in September i860 when his 
father-in-law died (in India) soon after the Income Tax, 
which he had introduced, became law. Walter Bagehot was 
asked whether he would accept the successorship, but de¬ 
clined saying that family reasons made it impossible for him 
to leave Fngland. Wilson’s financial reforms were ably 
carried out by Sir Charles Trevelyan, and thanks to the 
Income 'I'ax Bagehot was able to write in The Economist of 
June 6, 1863 : ‘from actual facts we are now justified in saying 
that the Indian deficit is extinguished’. 'I'hc Income ’Fax was 
producing between one and a half and two millions annually. 
‘Such has been the final extinction of the deficit which Mr. 
Wilson went out to cure.’ 

By this time Bagehot hail found it necessary to spend most 
of his time in London. Besides his regular work at The 
Economist otlice he represented Stuckey’s bank in the City, 
and in due course entered into those controversies with the 
Hank of Fngland which eventually took shape in iMmbard 
Street. The actual writing of this famous classic, much of 
which appeared in The Economist, was begun in 1870, and 
the book was published in the spring of 1873. He did not 
expect his opinions to be very favourably received by the 
dramatis personae of the City- the Bank of h.ngland, the 
Joint Stock banks, the private bankers, and the bill brokers, 
none of w horn, he feared, ‘will altogether like what is said of 
them’. 

Intertwined with his first-hand impressions of Lombard 
Street were his associations with the counting house and 
local bank at Langport. .Xfter I was appointed editor of The 
Economist -thirty years after Bagehot’s death—my wife and I 
often stayed with Airs. Bagehot at Herds Hill, which she and 
the Barringtons made their summer home. The house and 
grounds were delightful. 'I’he place abounded in memories 
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of the great man, of his talk and work and neighbours. 
Mrs. Bagehot, though much quieter than her exuberant si.ster, 
had a retentive memory'. She had shared all her husband’s 
thoughts and aspirations, and read with alniost religious care 
every’ copy of The Economist, noting down and sending to me 
any slips or typographical errors which she observed. 

Ill 

I used to go every week to the Bank of Imgland, where I 
became intimate with II. W. Search, then chief of the Dis¬ 
count Office, who combined an almost uncanny perception 
(at a glance) of good bills and false kites with an unrivalled 
knowledge of London bankers, financiers, and merchants. I le 
taught me to understand the economy of a gold reserve, the 
potency of the bank rate, and the international power and 
efficacy as an adjunct of our world trade of the gold bill on 
London. His admiration for Walter Bagehot was almost un¬ 
bounded. But he thought Bagehot exaggerated the neeil for 
a larger gold reser\e. 'I'he explanation of this he thought was 
that in the little country banking house at Langport, in the 
middle of last century, the average customer’s idea of wealth 
was gold, accompanied by a suspicion of local bank notes, 
which suspicion had been Ju.stified by several ilisa.strous panics 
within living memory. In those now far-off days a run on the 
banks meant a run for gold; and even after Bagehot became 
editor of The Economist there was the ()verend-(»urney crisis, 
of which one reads in Lombard Street. 'I’hat crisis, however, 
was caused not by want of gold but by extravagance and lack 
of experience and consequent collapse of credit. Bagehot 
clearly saw what was wrong and persuaded the City and the 
Treasury that the way to stem a financial panic is to feed 
it by supplying the public with all the money they want 
whether in gold or bank notes, until they recover their nerves 
and re-deposit in the banks what they have drawn out. 1 lad 
Bagehot been alive he wouhl probably have replietl to Search 
that a bigger gold reserve than that which was thought ade¬ 
quate in his day would have been worth while psychologically. 
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and would have justified itself in moments when the nervous¬ 
ness of the public was verRinj' on panic. 

I lowever that may be, it is worth noting that neither Bage- 
hot nor C’obden, any more than Mill, had any use for an incon¬ 
vertible paper currency: nor did they despise silver money or 
the bimetallism of the Latin Union. Cobden’s observations 
on this subject in the preface to his translation of Chevalier 
on gold may be compared with Hagehot’s articles on the 
depreciation of silver in The Economist during 1876, which 
he brought together and republished. Previously in 1869 he 
had reprinted from The Economist, with a preface, A Practical 
Plan for Assimilatini> the English and American Money as a 
Step towards I nirersal Money. My copy was given me by 
Mrs. Walter Bagehot before the Great War. I little thought 
at that time that I should live to see an idea which had passed 
almost unnoticed, and certainly met with no practical re¬ 
sponse, come forward on to the political horizon as the result 
of our financial alliance with the United States, seventy-four 
years after its composition. One article which he reprinted 
from The Economist was entitled The (Conditions which an 
International (Coinage should satisfy, and the reason why no 
existing coinage fulfils them.' After comparing the French 
coinage with the British, Bagehot concludes that the first step 
should be to create two systems—one being the French and 
Latin Union franc, then bimetallic, and the other the .Anglo- 
American gold sovereign and gold dollar, which would have 
to wait until the paper greenbacks had been got rid of by the 
resumption of specie payments. lie felt pretty sure that the 
people of the United States, when they came to discuss inter¬ 
national coinage, would prefer a union with England to ‘a 
union with the nations who have copied the French coinage’, 
as American business with C»reat Britain was much greater 
than with I'rance; and he remarks: 

So impressed was Mr. Cha.se with the advantage of a common 

* Hn^chot tlid not care how lon^ a title was, provided it described the 
contents of an article. During the year 1862 when Gladstone and Cobden 
were combatini^i: Palmerston’s fortification scheme, Bagehot wrote (in a 
couple of days at Ho^nor)a pamphlet on the subject which he christened 
characteristically (*ount your Enemies and Economise your Expendiittre, 
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money with England that he proposed to Congress to adopt the 
English sovereign. Hut the change to a eonunon unit t'oundeil 
on the five dollar piece must he far more pleasing to .American 
sentiment than a change to the English sovereigij; and as we have 
seen it is better for us too, since any new International Coinage 
must be decimal. 

Bagehot’s plan for assimilating the English and the American 
currencies was highly ingenious; but I must refer it, as a 
historical curiosity not without present interest, to students 
of monetary’ and exchange problems. 

In 1876 Bagehot gave evidence before (ioschen’s committee 
on the depreciation of silver, which was causing a crisis in 
India; and he wrote a series of articles in the course of that 
year for The Economist which was republished with a short 
preface dated from The Economist office .April 1877. In the 
fifteenth article (November 11, iS7()) he strongly oppo.sed the 
proposal for what he called ‘monopoly rupees’ and artificial 
values for government notes. A good currency was in his 
opinion an automatic intrinsic value currency either of gold or 
silver. ‘.American experience of gold sales and greenback 
withdrawals is a great warning against giving any go\ernment 
the power of arranging the currency.’ 

IV 

Audacity, originality, independence, a vivid sense of 
realities, a strong impulse to unite theoretical with practical 
problems, and an inventiveness, which struck all his friends 
and acquaintances, were among the striking characteristics 
that distinguished Bagehot and separated him from the 
economists of the chair, lie was often con.sultcd bv C'han- 
cellors of the Exchequer. ‘I had the advantage of frequent 
and free communication with him on all matters of finance 
and currency’, wrote Gladstone; and Staffi)rd Northcote, 
Disraeli’s Chancellor of the Exchequer, acknowledged that 
Treasury Bills were invented by Bagehot in 1876. In that 
year the late Lord Welby, a high official at the ‘rreasury, went 
to The Economist office to psk Bagehot whether they could not 
improve on the bank bills or deficiency bills, which were not 
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satisfactory. Ba^'chot advised that the hills should he made 
as much like ordinary commercial bills as possible, so that 
bankers would readily take them on the same terms as the fine 
conmiercial bills, which were then the ideal investment for a 
prudent banker. Poulett 'I’hompson’s old saying held good 
in the city: ‘'I'here is all the difference in the world between 
a Finance Bill and a Bill of Exchange’; for the latter in three 
months or so paid itself unlike the former. 

John Morley once wrote recalling some conversations, of 
‘the impossibility of conveying to those who did not know 
Bagehot the originality, force, acuteness, and above all the 
quaint and whimsical humour of that striking genius’. Sir 
(leorge 'Trevelyan used to say that Bagehot’s essay on Crabbe 
Robinson was the best magazine article that had ever been 
written. I was staying at llerds Hill when James Bryce un¬ 
veiled the tablet in memory of Bagehot. He thought that 
Bagehot was the most interesting of all the conversationalists 
of his time. 'Then there was Sir Robert (jifTen. I used to 
meet him at the Political hxonomy C'lub; and when the 
\ acancy occurred he was good enough without my knowledge 
to recommend me to Mrs. Bagehot. For nine years (jitfen 
was associated with Bagehot on The Economist and proved an 
ideal assistant editor; for he revelled in the facts and statistics 
that the editor needed. During this period he wrote: ‘1 had 
not only to discuss topics of political economy with him (es¬ 
pecially the topics of banking and the money market) in¬ 
cessantly; but 1 had to know his mind so thoroughly on all 
leading subjects of the day as to be able to write in accordance 
with his views when he was hinrself at a distance.’ 'The grief 
of this tough old .Xberdonian when Bagehot died showed that 
there was a warm heart under the granite of his native city. 
In a letter to Mrs. Bagehot he spoke of ‘all the debt I owe to 
him both for instruction and for taking me up. I am quite 
sure I can never have such another friend. ... I have had 
intimate relations since 1877 with not a few of our prominent 
public men, but never one with quite the gifts and brightness 
of your husband or so likeable in every way. 'The pleasantest 
time of my own life was the period of my a.ssociation with him. 
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and there has really been nothing else to compare with it.’ 
Giffen, like Hutton, shared Bagehot’s fondness for chess. 
When Hutton and Bagehot had put The S/)ectalor and The 
Economist to bed they often repaired to the Athenaeuni for a 
game of chess. I do not think they were ‘masters’, but I have 
often liked to think when playing amateur games with friends 
at the club, that we were using the same board and men. 

Only one good portrait of Bagehot exists, a photograph. 
It was given me by Mrs. Bagehot and afterwards she had the 
happy thought of taking it to Mr. Norman I lirst, who executed 
the fine mezzotint—a cherished possession which hangs on 
my walls.* Bagehot was tall and thin; his hands were long and 
delicate; his hair and beard were black, his skin ruddy; and 
his dark eyes Hashed slumbrous playful fire. Such is the de¬ 
scription we have from his artistic sister-in-law and biographer. 

Of all his writings the most attractive and delightful to 
the ordinary reader are I think his biographical sketches - 
penetrative, critical yet sympathetic—of contemporaries like 
Gladstone and Comewall Lewis. Let me conclude this brief 
inadequate appreciation with his estimate of C’obden in the 
article which he wrote for The Economist of .April 8, 1865, on 
Cobden’s death. Some thirty years before he had written to 
a schoolfellow: ‘I do not know whether you are much of a 
free trader or not. I am enthusiastic about, am a worshipper 
of, Richard Cobden.’ As students together he and Hutton 
‘would fly about London to any gathering where they had the 
chance of hearing Cohden speak’. In his final estimate of the 
man whom he most admired of all our statesmen he wound 
up his doge with these two sentences: ‘He has left us, quite 
independently of his positive works, of the Repeal of the 
Corn Laws, of the French 'I'reaty, a rare gift the gift of 
unique character. 'Fherc has been nothing before Richard 
Cobden like him in Knglish historx', and perhaps there will 
not be anything like it.’ 

Bagehot had no talent for public speaking; but he too had a 
unique character and qualities as an editor and a writer which 
will be valued and admired as long as Knglish is spoken. 

* Reproduced in this volume. 



riiK ix'ONOMisr and forki(;n affairs 

By (;kaiiam hltton 

I. '1’hk Ra( kcrolni) of Policy 

Z V/Zi Kamomist was founded by one of the members of 
that Rritish, liberal, buurf>eois aristocracy of the intellect 
whose counterparts were later found in ever\' country’ of the 
industrial world. 'Fhe WhiK^er)' of the 1840’s came to be not 
only an article of faith of the British bourgeoisie, but also an 
article of export and a model for luiropean liberalism. Con¬ 
sequently The Economist enjoyed from the first an authority 
in international affairs disproportionate to its circulation; and 
its editors enjoyed associations with like-minded liberals in 
leading walks of life in many other countries. 'I'he background 
to its policy, thus provided at its beginnings, was to last 
throughout the great Victorian epoch. 

In the luirope, and later the .\merica, which were eco¬ 
nomically developed In' this commercial and Whig oligarchy. 
The Economist not only filled an obvious want but also quickly 
created for itself a position of peculiar international authority. 
It spt)ke not only for that mentality which in Britain was be¬ 
coming decisive, but also for an international mentality, a 
view of the world. 'Phis probably accounts for the fact that 
from the outset its circulation abroad formed a large per¬ 
centage of its total sales; for the steady increase in that 
foreign percentage to almost 50 per cent, within a centurv-; 
and for its avowetl indispen.sability in the chancelleries, con¬ 
sular offices, public departments, anil governmental agencies 
of the majority of the countries in the world. 

'Fo speak with authority on British and world affairs, the 
newspaper’s founder and his successors, if they were to be 
independent of party politics, would need their own policy. 
'Phis was provided at the outset by an article, admirably 
typical of the period and of its mentality, entitled ‘'Phe 
World in Miniature’ in the first issue (p. q). 

Now, every thing around us concurs to demonstrate that we are 
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approaching a Great Change, not only in pent-up Britain Init all 
over the earth. . . . Yes- -the world is on the eve of a stupendous 
social change. 'I'he old delusions of seclusion, exclusion, restric¬ 
tion, interference and protection arc wa.\ing old, and are even 
now ready to vanish away. No man believes in their permanence, 
who has a heart to feel and a mind to think . . . through much 
suffering, it is said, is the kingdom of heaven attained; through 
much suffering, it may also be observ'cd, do nations as well as in¬ 
dividuals learn those truths which are necessarx’ to their temporal 
welfare. But at last, purged of their dross, they appear in native 
lustre; and a whole people, taught by bitter experience, receives 
them with humility, and applies them in earnestness and faith. 

True, in this cardinal passage there is that Victorian confusion 
between politically limited democracy, material welfare, in¬ 
dividual happiness, and ‘the whole duty of man’. But The 
Economist's creed is clear and far-sighted. 'I'he railroad, the 
steamship, and industrial machinery were carx ing out new 
territories for exploitation, as the internal-combustion engine 
has been doing during the past thirty years. One hundred 
years after this creed was published, the faith of man was far 
more grievously tested; restriction and exclusion had accom¬ 
plished far greater evil; and the nations had indeed risen in 
arms—risen into a third element to wage xvarfarc unimagin¬ 
able in 1B43. Can it be that the wheel has again come full 
circle, and that (say) by 1950 western man will again yearn 
for ‘unix^ersal free trade’ and its corollaries of a century earlier, 
free mobility of men, money, and machines? 

Four main periods compass The Economist's attitude and 
policy towards xvorld events in that hundred years. 'I’he first 
period runs from 1843 until the end of the .American War 
between the States; the second, from 1866 till the end of the 
Boer W’ar; the third, an Kdwardian interlude, from 1904 to 
1914; and the last, the period of the World Wars, is still xvith 
us. Three-fifths of the newspaper’s century of life xvas lived 
under Queen Victoria; but the policies of its editors xvere not 
consistently ‘Victorian’. Its successive editors might belong 
to a Whig aristocracy of the intellect; but their outlook on the 
world, if peculiarly British, xvas by no means always consonant 
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with that of f>ther British editors—still less withlhat of British 
political parties or statesmen. Independence of thought 
and judj'inent, characteristic of individualists, distinguished 
the first two editors’ views on every subject, from 1843 until 
Bagehot’s death in 1877. For its first forty years the pre¬ 
dominant strain in its articles on foreign affairs was what 
might have been expected of that liberal, sometimes radical, 
always gutburf’erlich, individualistic, and intensely English 
mentality, of which Wilson, Nassau Senior, Whately, Cobden, 
(irote, and Bagehot were leading examples. 'I'he editorial 
policy of The Krononiist, however, was never dictated by what 
we .should call ‘intellectual’ considerations alone. In foreign 
as in domestic affairs, the first edit(»rs of the paper were very' 
practical—and materially successful—men of business. 'Fhey 
were shrewd, hard-headed, realistic, impartial. 'Fhey had no 
time for ‘intellectuals’, ‘parlour pinks’, dilettanti, and mere 
theorists. They had on the contrary a consuming passion for 
facts, however unfavourable to their own creed or policy. 
Tmit pis pour les fails could never have been said by them. 
Witness The Kamomist' admirably outspoken attack (October 
21, 1848) on The Spectator, which had advocated political 
leadership throughout Europe by the ‘leading minds’ of each 
country: 

The literary Iteroes of the day, who have super.scded other 
heroes, are mistaken in supposing tliat they can. any more than 
effete sovereigns and secular churches, give a form to society, or 
prepare it for those future and unknown changes whicli we may 
suppose it is destined to tindergo. Oovernments may preserve 
peace, see justice done between man and man, enforce obedience 
to the laws, give security to property and life, but they only do 
mischief when they step beyond these limits, and pretend, whether 
aiiministered by ancient dynasties or new litterateurs, to rule it by 
their intellectual, political and social ideas.’ 

It remains only to describe the mainsprings of the paper’s 
attitudes to the broad issues of world atl^airs in the last hun¬ 
dred years, 'Fhe jotirnal was everywhere sympathetic to the 
rising ciaims of national democracy, though not to those of a 
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narrow and headstrong nationalism which, it thought, threa¬ 
tened to degenerate into demagogy and rule by demagt)gues. 
More especially was this evident in its attitude to European 
developments. 'I'owards American affairs the paper showed a 
commendable restraint and detachment, tempered, however, 
by firm insistence on British and international interests when, 
as during the War between the States, these .seemed to be un¬ 
warrantably jeopardized. For over seventy out of its hundred 
years the paper was almost ‘isolationist’ in its attitude towards 
the various European and the Boer wars; British interests, it 
thought, never warranted war. But ‘being in’ the cjuarrels, 
it demanded the rigorous prt)secution and mo.st efficient con¬ 
duct of such wars as involved Britain. In the less important, 
less world-involving theatres of political and warlike opera¬ 
tions it took a more forthright line t>f policy, envisaging small 
wars with greater equanimity, and often with an eye to com¬ 
mercial advantage. Lest this be thought hypocritical, it 
should be remembered that The Economist steadfastly insisted 
on the necessity, for the world’s welfare and economic de¬ 
velopment, of a universality of such commercial advantages 
as might flow from these apparently retjuisite ‘policing’ and 
‘law and order’ operations. It was never once guilty of a 
narrow, 'I'on.', imperialist line of policy, directed exclusively 
to British economic advantage. Briefly, what advantaged the 
world of trading nations was bound, under free trade, to ad¬ 
vantage the workers, manufacturers, bankers, investors, ami 
merchants of all countries. For this rea.son, no doubt, the 
paper sometimes incurred the odium of seeming a ‘little 
Englander’ towards the British Empire. \'er\- early it thought 
that the Empire could not adetjuately be militarily defended 
from attacks by a possible combination of jealous rivals; and 
that accordingly the elements of Empire should quickly be 
given a wide degree of .self-government, necessarily compris¬ 
ing the duty of self-defence—Britain’s people being unable 
to bear the burden of world-wide defence on behalf of the 
Empire. 'Fo this thesis the sole exception, which it freely and 
consistently admitted, was the maintenance and expansion of 
the Royal Navy-r-an exception which the publication of the 
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American Admiral Mahan’s book, The lnfluence.oJSea-Potoer 
upon History, did much to confirm between 1870 and 1914. 

II. 1843-66 

By 1844 The Economist had already developed its present 
familiar features and attitudes. In those days, as much later, 
it showed far more interest in transatlantic questions than 
most other British journals; and in 1844 its editor perceived 
the bcKinnin^s in the United States of important world prob¬ 
lems. The ‘Free 'Frade Journal’ was bound to be opposed 
to the already substantial .Xmerican tariff. Its ‘American 
Letter’ in the issue of September 16, 1844, says: 

It is a siumilar spictaclc which is thus presented to the eyes of 
the civilized world. . . . .Monarchical Fnpland is struggling to 
break the chains that an unwise legislation has forged for the limbs 
of its trade; but ilemocratic .\merica is urged to put on the fetters 
which older but less liberal nations are throwing otF. 

IClscwherc there were also portents. .X new Reform Bill 
was before the House of C'ommons in 1844, calling (mirabile 
dictu) for universal adult male suffrage. 'I'hc same demands 
were being tabled or advocated by radical nationalists all over 
western Furope. The Kamomist took its stand early, forth¬ 
rightly, and forthwith. It categorically opposed the measure, 
and went to some length in drawing disastrous implications 
for Britain if, as it thought, the same claim were to be admitted 
in western ICuropean countries. Liberalism on oligarchic 
lines and limited suffrage was one thing; so was nationalism 
when rea.sonably focused and led; but radicalism was danger¬ 
ous. liable to end in demagogy -of which the firstfruits in 
domestic politics were already apparent in the United States, 
tending towards an aggressive imperialism, high tariffs, and 
competitive politicians’ piecrust promises to uninstructed 
masses. 

'I'he repeal of the ('orn Laws in 1S46 was a triumph for the 
journal; luit, again, it was not so in any party or narrow', 
nationalistic sense. The paper waxed lyrical, not over its 
great share in the successful issue of a long campaign, but over 
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the implications for the welfare of other nations and humanity, 
for the establishment of peace through a general prosperity, 
for a term to the universally ‘hungry' forties’, and for the 
ordered and free development of an amicably trading world. 

These hopes were clouded in a few months, and a terrible 
tempest broke upon that Europe which had been ‘settled’ at 
the Congress of Vienna thirty years before. There had long 
been thunder on the Left. 'I'he journal had early noted the 
ominous lightnings over France, .Xustria-Hungary, Prussia, 
Italy, Poland, and the Peninsula. Not one of the regimes in 
these territories was congenial to The Economist from 1843 
to 1848, when the storm broke. Its comments on their nature 
and methods, even on their personnel, were critical through¬ 
out that quinquennium, and .sometimes caustic. But one 
feature of its attitude is noteworthy. It never believed that 
Britain’s political system was seriously endangered, or even 
could be; and it never thought that Europe as a whole would 
be plunged into war. It certainly said that Britain need not 
be involved, even if Europe dissolved into war, led by radical, 
nationalistic demagogues or by privileged despots looking for 
popular diversions to la gloire. Indeed, on January i, 1848, 
it conceded that Britain could only conceivably be attacked, 
by invasion, from b'ranee; and it admitted (early, for the days 
of steamship navies) that steam had altered the strategic situa¬ 
tion of the kingdom. But, with characteristic regard for hard 
fact, it obseiA'ed that there was no justification for the prevalent 
an.xieties in London. 'I'he French King, Louis Philippe, 
would scarcely be able to attack England with less than 
50,000 first-line men, in the hope of marching on London. 
-And 50,000 men would need a prodigious fleet, even if they 
were swift steamers, to get across to ICngland. What in fact 
did he possess? 'Fhcn followed a battery of statistics showing 
the overwhelming predominance of the Koval Navy and 
British merchant fleet over those of France. Conclusion; why 
rearm ? 

But by the is.sue of March 11, 1848, the ICuropean instirrcc- 
tions had impressed the newspaper with the gravity of their 
implications. 'Fhc leader that week was entitled ‘'I’he Revo- 
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lutionary Spirit in Europe’. It was no longer a question of 
localized, national, domestic rows. It was revolution, and it 
was continental. 

'rhis revolutionarj' spirit, the editor noted, had again begun 
in France, whence it had spread to Belgium, the Rhine princi¬ 
palities, Prussia, the other German States, Italy—and even 
(we forget) Switzerland. 'Fhen follow his valuable and au¬ 
thoritative estimates (probably based on Nassau Senior’s un¬ 
rivalled European contacts between 1836 and 1864) of the 
relative importance of each local political upheaval. Louis 
Philippe was ‘an unwise monarch’. Leopold of Belgium was 
much better. 'I’he revolutions were, in their nature, most 
important in the (German States, including Austria, where the 
well-adapted classes had never obtained the freedoms de¬ 
manded in 1815. Then follows the British, liberal moral. 

(Jermany has made for several years past a rapid progress in 
material prosperity, ami that is unfailingly accompanied by moral 
[jc. political «)r social ?] progress. 

‘Unfailingly’! What would Wilson have said if he had lived 
to see what moral or political progress went with the material 
progress up to 1939 ? But he goes on: Free 'I'radc, opposition 
to governmcnt-sponsoretl h'actory .Acts, low costs of manu¬ 
facture, and cheap food- these arc the enemies of, and anti¬ 
dotes to, revolutions. Raise the workers’ standards of living. 
'Phese liuropean countries have been benighted in restric¬ 
tions, protectionism, and the interference of equally benighted 
governments in the free flow of men, money, machinery, and 
manufactures. Freedom of domestic and foreign trade to 
replace the local restrictions on artisans’ products for Uxal 
markets centuries before; this is the way of political salvation 
imidc each distracted countrv'. France has prepared her own 
bed of thistles. 

'I'he editor, in the same issue (‘Good Sense of French 
Workmen’), points the moral in complimenting those French 
artisans who, presenting a petition to M. Cremieux, Minister 
of the Interior, on March 5, 1848. say: 

'I'hus we wish not to destroy machinery, but we desire ardently 
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that the present Government should occupy itself with exporta¬ 
tion, should find new markets for our unfortunate industry. . . . 

The paper goes on to obser\-e that in the (then) modern world 
security and prosperity depend not on a protected ‘balanced 
domestic economy’ as in France, &c., but on the natural 
(rc. free) development of industrial manufacture. 

To have an export trade, the abolition of protection at home is 
absolutely necessary.... 'Fhc protection or monopoly of the home 
market, which keeps up prices beyond the foreign level, annihilates 
all export trade. 

The Economist is now fairly launched on it.s international creed. 
In the same issue it proceeds to show how foreign affairs arc 
conditioned by domestic economic errors. Nor is Hritain 
free from blame in this international context. W’hat piously- 
shocked Britons witness in Paris, with Louis Blanc and the 
beginnings of the Commune, is but the British b'actory -Act 
and its underlying, erroneous philosophy, coming home to 
roost in an alien barnyard. 

But European events went from bad to worse. On July i, 
1848, the leader ‘The Insurrection at Paris’ shows that now 
even The Economist was pained. It sadly reverts to the article 
of May 20th on Louis Blanc, and ob.serves, perhaps with fore¬ 
boding, that ‘the true interest of all nations is that all nations 
should prosper’. France is not prospering. 'Lhe false hopes 
stimulated by the uncongenial Communist dcmagogvics are 
dupes. Certainly Louis Philippe’s (iovernment ruled by 
dividing and corrupting the French people. But the only 
governments that could give ‘France and Europe' a sound 
political and social .system are such as would be favourable 
to confidence and credit, as would aid commerce, credit, and 
agriculture—to wit, such as that of Britain. 

The paper is not left long, however, to judge political events 
by commercial criteria. In September and October of 184S 
comes the momentous news of the revolution in Vienna and 
the flight of Mettcrnich him.self, 'Then, on October 14th, 
The Economist displays one of those rare insights into the 
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texture of contemporary history which characterize the form 
of genius that derives from an infinite capacity to take pains 
in sifting details, by themselves apparently insignificant. 
With an eye on a despotic Russia, the journal warns the 
Austrian Kmpire never to make common cause with Jellacic 
and ‘his Sclavonians’, or with Russia, since Germany (it is 
the paper’s first mention of ( Jermany as a potential European 
(Jreat Power) ‘dreads the union of the Sclavonians’. 'Phe 
discerning eye in ’4(S could sec the dim outline of possibilities 
which were to plague Europe from then on until the final 
explosion in IQ14. 

On October 21, 1848, the newspaper castigates former 
.Austrian Governments for having ruled their diverse peoples 
by divide et impera policies. .\ustria-I lungary, it says, cannot 
be great again ‘under the present feeble sovereign’. 'This 
revolution ‘teems with more important political consequences 
to luirope’ than the contemporary revolt in France; for 

a di.ssolution of tin- Government of .Austria throws kingdoms and 
provinces loose that cannot stand alone, and that can only find 
security and peace by some new combinations. Nothing less is 
threatened than the dismemberment of the ill-constructed and 
worse maintainetl Empire; exciting many hopes and fears, bringing 
new ambitions into play, anti throwing up disastrous omens for 
the peace and prosperity of Europe. 

By November 11, 1848, The Economist could welcome the 
end of serfdom in the .Austrian dominions, and insist that the 
redressment of former wnmgs should be permanent. But it 
is no friend to radical and nationalistic revolutionaries, how¬ 
ever warranted their aims: 

'Ehe misfortune throughout the late disturbances and in¬ 
surrections on the continent - perhaps it has ever been and always 
will be .so is that ambitious men have used the impatient feelings 
arising from the grievances and wrongs of the people to serve 
their own purjioses.... l’«)litical change is the reverse of economic 
reform, and the more the former has been pronwted, the more the 
latter has been retanled atul prosperity delayed, or changed into 
the direst adversity. 

4H27 
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The reason for the frank confession in the last sentence 
conies in the issue of November 25, 1848: 

Our tables of exports show the extensive derangement caused 
to our industry by political changes in other countries. 

Political changes are to wait, always and everywhere, includ¬ 
ing in Britain, upon the fullness of economic time; and ‘econo¬ 
mic’ is defined as anything giving confidence and credit to 
‘the industrious {sic) classes’. 

Through the dark and chaotic days of 1848-52 The Econo- 
mist learned something of a lesson. A lot of the British com¬ 
mercial and Whig complacency was laid by. VV’ilson’s friends 
went over to Paris, Brussels, Ciermany, and brought back 
voluminous transcripts of ‘conversations with distinguished 
persons’ of many a European country. A new note crept into 
the articles on foreign affairs and on British foreign policy. 
Nassau Senior began to write leading articles on such subjects. 
A new Europe was in the making. Perhaps Whig oligarchies, 
like patriotism, were ‘not enough’. 'I'he change was only one 
of degree, not of kind. But it is there after 1848, and quite 
clear by the time Louis Napoleon had become head of the 
second French Empire, and reaction had occupied the citadels 
of Paris, Vienna, Prague, Berlin, Budapest, and many another 
city. 'The Economist began stoutly (and this time without 
reser\’ations) to espouse the cause of repressed nationalities 
and depressed classes on the Continent. (By that same token 
its attitude towards domestic British .social legislation be¬ 
came considerably less unyielding.) 'I’his development is a 
landmark. Without it, it is doubtful whether the paper, at 
least politically, could have become anything else than a 
sterile and frustrated technical publication. 

By 1853 it was obvious that Britain would for some time 
have to face ‘the Eastern Question’. 'I’urkey was already ‘the 
sick man’ of Europe; and the newly allied Austrian and 
Rus.sian empires, hiking to the Balkans and Near East, 
were conjuring up disturl)ing visions before The Economist's^ 
editors. 'Fhat ‘union of the Sclavonians’ which had already 
scared VV’ilson and his collaborators .seemed nearer; but it 
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was now the possibility of a repressive and compulsory union, 
under Kusso-Austrian auspices, voiding any hope of liberal 
nationalism in the subject countries; which scared The 
Economist. 

Despite the paper’s distmst of Napoleon III, Cavaignac, 
and other French personalities of the Second Kmpire, it was 
obviously difficult for the editors to conceive a Furopean 
balance of power without France. .Austria and Russia were 
anathema to it. Prussia was scarcely less so. ‘Italy’ did not 
exist. The Economist sent its close friends to Paris and hoped 
for the best. Rut the worst happened. Napoleon III, as 
Wilson and Senior feared, proved an adventurer. After the 
French political ‘honeymoon’ was over, all kinds of disturb¬ 
ing rumours reached Wilson’s ears and were duly noted in, 
and out of, the paper. Napoleon fished in Italian, Russian, 
Austrian and Balkan waters. 'Fhe British Government 
seemed to the journal unable to see whither Britain was being 
inevitably drawn; and that (Jovernment, it thought, took 
.scarcely one apt initiative to arrest the fatal process. I’he 
newspaper excoriated Aberdeen and his associates; inveighed 
against embroilment on the Continent; counselled a watchful 
isolationism; and right up to the outbreak of war opposed 
the expedition to the Oimea. 'i'hereafter it spoke out against 
strategic and tactical blunders, and the scandalous malad¬ 
ministration and corruption in the military supply and other 
non-combatant services. It was, to The Economist, an un¬ 
necessary and fruitless war, and in any case too costly; and 
the Indian .Mutiny once more evoked warnings from 7 'he 
Economist on the dangers in imperial commitments without 
imperial defences. 

Alost of the articles on foreign affairs, at this transitional 
editorial stage, were written by Senior. 'Fhe latter proceeded 
circumspectly at first; but his private intelligence from Paris 
enabled him to ‘scoop’ almost every other British newspaper 
—at lea.st on the ultimate objectives, and current methods, 
of Napoleon and his bad advisers, as well as on the long-run 
implications for Britain and the Ihuted States. 'The sad and 
incredibly sordid story of Napoleon’s inter\’ention in Mexico 
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dragged on. Senior died before the final tragedy in the 
shadow of the bluffs above Queretaro was played out on 
that bright morning of June 19, 1867. But not before The 
Economist had sensed that Napoleon would also withdraw 
and leave Ma.\imilian, an unwise and unhappy French cats- 
paw, to the pitiless vengeance of the Zapotec Indian from 
Oaxaca, Benito Juarez. So strongly did Bagehot and his 
associates express their indignation with Napoleon’s egocen¬ 
tric adventurism at others’ expense, on and off the record, 
that, it is said, private pressure was put on them in London 
to moderate their tone lest .\nglo-French relations become irre¬ 
trievably poisoned. Not even Cobden’s long-awaited free-trade 
treaty with France allayed the paper’s distrust of Napoleon. 

Yet this half-European, half-American problem was over¬ 
shadowed in its development by one far more grievous: the 
American Civil War. The Economist was always well .ser\cd 
with American intelligence. The fatal drift of .American in¬ 
ternal events had been long and meticulously noted and 
analysed in the paper: slavcr\-, the rights of the new territories 
as they became States of the Union, the South’s fear of the 
domination of the federal (Jovernment by the high-tariff 
Northern manufacturing interests, &c. The Economist was 
also The Free Trade Journal. Its sympathies could never lie 
with those Northern interests. .Moreover was not Lancashire, 
the birthplace of the .Anti-Corn-Law and f'ree 'I’radc move¬ 
ment, reared and dependent on Southern cotton ? What, too, 
was to happen to British exports, already so grievously hit in 
the 1848-52 convulsions in Europe? Lancashire accounted 
for a surprisingly high percentage of British exports, against 
which the A’ankees’ tariff was avowedly erected. 

But the dimensions of the approaching tragedy were so 
vast as to outweigh even thc.se heavy and material British 
considerations. 'I’hc paper set its face against British inter¬ 
vention in any form; but it did insi.st on neutral British 
rights—particularly on the legal liberties of the two Southern 
Commissioners captured on a British mail .steamer by I’nion 
forces. This was a test case. 'I’he paper resolutely opposed 
President Lincoln’s and Secretary Seward’s contention that 
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the North, (jua sovercij^n belligerent enforcing a blockade of 
the South, had a right to seize and take into Northern harbours 
any ‘contraband’ or ‘agents’ on any neutral vessel plying 
to or from the South. 'I'he ‘release of the confederate com¬ 
missioners’ by Lincoln—the title of the leader of January 
II, 1862—drew commendation from the journal, which 
applauded the firm British stand. 

Yet the newspaper did not trim its correct attitude to the 
Civil War. 'I'hat war, it said in January 1862, will ‘go on 
long’. It commended ‘our national and just determination 
to respect the blockade’ by the North. It went very far indeed 
for a jiaper so deeply connected with and indebted to Lanca¬ 
shire, and so insistent upon free trade and the right to obtain 
Southern cotton. It was, it said, cheaper and wiser to face 
the ruin of Britain’s exports and to subsidise Lancashire from 
the I'Nchequer than to go to war with the North. Nor was 
this sanity prompted only by material considerations. 'Lhe 
journal characterized the war as a great human and inter¬ 
national tragedy, which it was every good international 
Liberal’s duty to localize and finish as quickly as possible; 
not to prolong and exacerbate. 'The rigid .\merican Constitu¬ 
tion and the fluid .American mass-democratic politics might 
have contributed to the disaster. Britain might sympathize 
with the South. But The Economist obserxed, so early, that 
most of the world was Ixjund to become increasingly depen¬ 
dent for peace and prosperity upon firm and amicable 
.Anglo-.Americati solidarity. Doubtless that was why, after 
.Appomattox, the newspaper deplored the assassination of 
Lincoln, the calibre and policies of (Irant and his associates, 
and the terrible depredations of the ‘carpet-baggers’. 

'The C’ivil War led the paper once more to examine, with 
political foresight and strategic acumen, the great question 
‘Should we Defend our Colonics?’ After the Alexican affair 
and the Civil War had broken out, the future of the West 
Indies and Canada seemed problematical, and probably costly 
to Britain. The Economist had observed (January ii, 1862) 
that ‘the tendency of war since Napoleon’s time is not to 
disperse itself through the extremities, but to concentrate 
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itself at the vital parts’. 'I'his foreshadowed the Prussian 
strategy and tactics which between 1864 and 1870--and 
right down to 1940—were to prove so successful. In this 
light the future of the British limpire seemed to depend on 
local self-government, local responsibility for and defrayment 
of defences, plus a strong home detjence in Britain and a 
large Royal Navy manned and financed by the citizenry of 
Britain. 'I'he Kmpire could pull together in war; bases and 
supplies would be available all over the globe; but if the 
worst came to the worst, bits of the Kmpire could be tem¬ 
porarily lost as long as Britain was strong enough to hold 
out and defeat the Empire’s foes, and then get them back. 
In 1943 it seems a singularly far-sighted policy; it was forced 
upon Bagehot and his coadjutors by the lessons of the lean 
years, 1848-52 and 1859-66. 


III. 1866-1904 

The Economist now entered upon the great period of the 
Victorian age. In foreign affairs this period was marked by 
the sudden alteration in the luiropean balance of power 
caused by the unification of (Germany and Italy, the decline 
of Austria-Hungary', the intensification of the Balkan problem, 
and the weakening of France. 'I’hc figure of Bismarck towers 
over all others; and neither in his domestic nor in his foreign 
policies was he viewed by The Economist with anything but 
apprehension, disapproval, and distrust. The quick creation 
by ‘blood and iron’ of a powerful (Jermany—in the key 
position of Europe between France, Ku.ssia, .Xustria-I lungary, 
and Italy—led Bagehot to issue warning after warning to 
his readers all over the world. 

Not that The Economist once departed from its traditional 
isolationism. Over Schleswig-Holstein and the Prusso- 
Danish War, over the Austro-Prussian War, over the Franco- 
Prussian War, and over the turbulent unification of Italy, 
the newspaper consistently advocated a British policy of 
detachment, coupled with a watchful rearmament and (occa¬ 
sionally) mediation. 
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Moreover the world picture was changing. Gone were the 
days when free trade and Whig oligarchies seemed the uni¬ 
versal nostrum for a disorder. In Prussia, List’s ‘National 
System of Political Economy’, already fifteen years old, had 
made many a politically reactionary convert. From Prussia 
in liurope, as from the United States in the New World, the 
reaction towards ‘exclusion, restriction, interference and pro¬ 
tection’ had set in by the seventies; and, at the same time, the 
long agricultural depression began in Britain, as the wheat 
and other primary products began to flow to her from coun¬ 
tries overseas which her investments had largely developed 
and were still developing. 'I'hese developments in produc¬ 
tion and communications played their part in effecting a 
world-wide change in the balance of power, as much in the 
Far P^ast, Africa, Russia, and the Middle East as in Europe 
or North and South America. In all this, between the Danish 
War of 1864 and the 'Preaty of Berlin in 1878, Bagehot and 
his associates developed a policy which looked towards the 
creation of ‘concerts’ among the leading Powers—in particular 
towards the creation of a Concert of Pmrope. 'Phis did not 
conflict with the paper’s constant insistence upon British 
isolation and insulation from luiropean wars; but it did 
involve the journal in some dilemmas of foreign policy. 
Olympian detachment, British interests, and British partici¬ 
pation in the councils of Europe proved a difficult team to 
keep in step. 

Already in an article on March 8, 1862, Bagehot had noted 
the peculiar difficulty of British foreign policy: namely, the 
conflicting claims and interests of a world Empire and an 
essentially European motherland forming its economic heart. 
'Phe bond of Ivinpire, he said, was already ‘a fiction’. 'Phe 
Empire was already administered locally, not from Downing 
Strt'et. Britain must for ever guard against the danger of 
having to dispatch so much military and economic strength 
to the extremities that she weakens the home centre in a 
rapidly changing Europe. 

Towards that changing European scene and the chief 
scene-shifters The Economist maintained its (by new) 
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traditionally critical, Whig outlook: witness the paper’s similar 
attitudes to such antithetical personalities us Maz/ini and 
Bismarck. In an article of October ii, 18(12, the radical 
nationalist Mazzini is ‘a warning to the world’. He tries to 
dictate to Providence how it should save the world. 1 le asks 
too much in trj'ing to republicanize Italy. Why is he not 
content to secure the good, and not make the best its enemy ? 
‘He has passed from the faith of patriotism to the fanaticism 
of formula.’ His influence in Italy is now ‘.so perniciously 
strained for purposes of political destruction’. Kurope was 
altering too fast to please The Economist. 

Of Bismarck, the aloof and aristocratic authoritarian, the 
paper was equally critical. He was a dangerous reactionary; 
anti-democratic; afraid to let the liberal cla.sses rule; unable 
to be reasonable; yet a dreamer, withal, of great dreams who, 
unhappily for Britain and Kurope, possessed great knowledge 
of the means to realize those visions. Britain should beware 
of Bismarck’s united (iermany which, like the I’nited States, 
will inevitably go forward to create a powerful navy, a great 
merchant fleet, and an overseas Kmpire. It is all in the logic 
of thePrussianizationoffJermany. Denmark, .Austria, France 
—and now, said Bagehot, a quick and crushing victory for 
Bismarck in the cheapest war for the biggest booty ever 
secured by force of arms. Where will this new (jerman 
engine, this new European unit of power, stop ? 

The dilemma, into which the paper’s isolationism and 
realization of obvious world trends have led it, is temporarily 
solved by Disraeli and Bismarck; ‘peace with honour.’ 
Moreover in 1877 Walter Bagehot died. Thereafter the 
paper settles down to the humdrum world-prosperity of the 
eighties and nineties. Africa, Russia, and 'I'lirkey, the emer¬ 
gence of the Balkan problem alongside new Balkan States, 
Persia, Egypt, the acquisition by Disraeli of the Khedive’s 
Suez Canal shares, the Sudan—these developments seem 
small to The Economist beside the constantly growing prob¬ 
lem of a European Britain, a world-wide British Empire, and 
the rise of great potential challengers of the Briti.sh posi¬ 
tion in a changing world. The Economist enters a period 
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in which its articles on foreign policy lose much, and 
sometimes all, of the punch and foresight they showed for 
the first thirty-five years of its life. It is a period of attention 
to details. 

It is after Bagehot’s death, between 1880 and 1900, that 
his far-sightedness becomes so apparent. 'I'he strategic and 
economic problems of lunpire then became pressing for the 
first time. But no editorial writer on the paper, except 
Asquith, saw the real inwardness of the British dilemma. 
And, dc.spite the lesser troubles in Ireland, Kgypt, and India, 
no one on the paper foresaw the imperial and foreign stresses 
which eventually brought about the Boer War. Its sudden 
release of hitherto tacit hatreds of Britain, and the problems 
of defence and communications which it laid bare, left a 
lasting mark on editorial policy: an infiuence which, for some 
time, only served to cement the alo«)fness and isolationism 
which had for so long characterized the paper’s attitude to 
foreign affairs. 

The Kamomist was against the Bt)er War, as it had been 
against the Crimean War. On January 20, 1900, it declared 
that we ought not to be at war at all. ‘Someone has blundered.’ 
'I’lie (ioverntnent was inadequate to the task because it was 
composed of 'inadecpiate men’. 'I'liey had had, and still have, 
no convictions, no courage to tell the British people the 
unpalatable truth. .*\s the sorry war drew its slow length 
along, the paper repeated with striking fidelity Wilson’s, 
Senior’s, and Bagehot’s leaders during the Crimean War: 
to wit, on strategic and tactical incompetence, on maladminis¬ 
tration and faulty finance, on wretched communications, 
inadequate servicing, and so on. .\nd when the ignoble 
affair was over. The Economist forthwith antedated Kipling 
in observing, though not in verse, that we ought to admit it 
fairly 

‘.. . as a business people should: 

We have had no end of a lesson; it will do us no end of good*. 


'Fhc peace of Vereeniging was warmly welcomed. Britain 
could settle down again to cultivate her numerous vines and 
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fig-trees. It had all been a terrible blunder, a stupid excur¬ 
sion into power-politics, and an unforgivable interruption 
of trade and investment. 

IV. 1904-14 

But Britain was not permitted by Europe to settle down. 
Not even trade and investment settled down—witness the 
crises of 1907. The Prussianized CJermany which Bagehot 
distrusted had long ago ‘dropped the pilot’, Bismarck, and 
after 1898 was engaged in carry ing out the policy of the Big 
Navy school, colonizing overseas, and entering the race witli 
Britain, France, and Russia. The fatal links between Vienna 
and Berlin were being forged, and partly on the strength of 
that connexion Aehrenthal was actively pursuing a forward 
policy towards the Balkans, especially Bosnia -1 lerzegovina 
and Serbia, which embroiled Austria with Russia. A chain 
of almost annual crises dragged the Powers over the abyss 
in 1914. 

Still I'he Economist clung to isolationism, though tempered 
(as long before) by insistence upon the creation of a strong 
Concert of Europe which would not permit general war to 
break out. This was, of course, the objective before the 
Liberal Cabinets in London, and Sir Edward (ircy in parti¬ 
cular. The journal pointed out how much Europe and 
Britain stood to lose by war, and favoured the argument 
advanced by the young Norman Angell in 'The Great Illusion' 
of 1911. In one particular the paper steadfastly .set its face 
against the trend of the British Liberal Ciovernment’s policy: 
namely, against any British encouragement to France and 
Russia to count (morally or not) on British intervention upon 
the Continent. 'Fo The Economist between 1908 and 1914 it 
seemed that at the worst no more than another Franco-Prussian 
war need be the outcome, with Britain holding the ring. 
The economic, financial, and social convulsions attendant upon 
a general European War appeared too evil to incur by any 
action or policy. Only to contemplate them as deterrents was 
enough for the articles of those years. Moreover, in 1905 
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Japan had soundly beaten Russia, and the Far East was on 
the move. 'This again raised the spectre (jf Hritain’s conflict¬ 
ing claims and interests in liurope and all over the Ivmpire, 
and the perennial problem of Imperial defence. I>ct Britain 
play the part of an honest broker; let France, Germany, 
Austria, and Russia agree to accept British (or possibly 
American) mediation; but let the Concert keep the peace 
at any price. And if the Concert failed, and some of its 
constituents made a clash inevitable? Well, Britain should 
keep out. 

As late as August i, 1914, The Economist was bitterly 
reproaching The Times for ‘encouraging’ Russia to hope 
for British armed support. If war came, said The Economist, 
Britain should obserxe strict neutrality. By the next issue, 
August 8th, Britain and most of liurope were at war. 

V. 1914-43 

'I'he leading article of August 8, 1914, is a cri de C(pur, far 
more piercing than the first article after Britain’s entr\' into 
the preceding European war, that of the Crimea. 'I'he writer 
secs scarcely a ray of hope in this greatest tragedy of human 
history. Is the doctrine of non-intervention on the European 
C'ontincnt since the C'rimean War all wrong? We have not, 
he says, supported the small luiropean nations for years. 
Why now? Then, true to the Crimean and Boer War prece¬ 
dents set by his predecessors, he takes the British Cabinet to 
task. 'I'he obligations of (Cabinet Ministers (sic) to France 
were unknown to the British public. Why? ‘If we inteq'>ret 
the Prime Minister and Sir Edward (irey aright’, war has 
also come because German pretensions are as dangerous to 
Europe as were Napoleon’s a century before. But, in fact, 
are they? It is a cold, critical, and very' detached attitude, 
very different from that of almost every other British publica¬ 
tion at that time. 'Fhercafter the paper virtually confines 
itself for four years to penetrating analyses of the economic 
and strategical developments in the war. Only now and then 
does it permit itself the luxury of an article on foreign 
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political trends; for instance, on the implications of the 
Russian revolution, the jjerin of the League of Nations, the 
reshaping of political luirope, and the need for American, 
British, and French solidarity after the war as a condition 
precedent to successful wt)rking of the League and to world 
order and security. 

On November ih, n)i8, the war is over and The Kammist's 
leader tries to draw up a political balance-sheet for humanity. 
As in August 1914, it is not encouraging. 'I'hat such a war was 
the only means of settlement is ‘a sutlicient proof that the 
civilisation under which we lived until 1914 was a mockery. 
Civilisation in anything like a true sense of the word has to 
be created.’ 'I’hus far did World War 1 bring The Economist 
from the Whig self-a.ssuranee which persisted from 1843 to 
1914. Now, ‘the civilisation under which we lived until 1914’ 
is a mockery, because it could not avoid the war. This comes 
perilously near the ‘doubt, discouragement, decayed enthusi¬ 
asm, and even chilling sneer’ which The Economist's^ foumler 
abjured in 1843 when he declared his faith: 'all things work 
together for good ... the world ihtes move’. 

But so docs The Economist', even in 1918, when, as Wilson 
observed in 1843, man, ‘so far from advancing’ seemed 
sometimes to be ‘retrograding’. It straightway puts its linger 
upon one British—and foreign—weakness which is to con¬ 
tinue to hamper the conduct of domestic and foreign policy 
right up to 1940. ‘One of the tragedies of the war has been 
the failure of our political machinery to put the right men at 
the top in an emergency.’ We have now to solve the pn»blem 
of democratic leadership before we can really establish peace . 
‘VV'e can only hope that, as usual, the country will be greater 
than its leaders, and work out its problems in spite of them.’ 
A wistful utterance, but one d<K)med to frustrati(}n for the 
succeeding twenty-two years. 

Despite the refusal of the .American Senate to ratify the 
Treaty of Versailles, to join the League, and tf) underwrite 
the crucial 'I'reaty of Mutual (Juarantee between France, 
Britain, and the United States, The Economist, though it 
deplored the .Arperican withdrawal, saw in the embryonic 
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I iCapue a great possibility—the only possibility—of establishing 
world peace, security, and order, bven more important in the 
journal’s development, the lessons of 1898-1918 were accepted 
and applied in article after article on foreign affairs and 
Hritish foreign policy. It was not just the advent of the air 
arm or the nearness of Britain to the Continent that caused 
this abrupt break with the past policies of the paper. It was 
in fact an outgrowth from the kernel of that British dilemma 
in foreign policy which Bagehot had often stated, but never 
wholly rebutted, over half a centur\’ before. 'I'he war had 
satisfied those in charge of the paper that the Commonwealth 
(as it now was) could not depend for its security, under 
modern conditions, on its own strength in isolation—any 
more than could the I’nited States or other (Jreat Powers. 
'The world and its peoples had already been forced into a 
pattern in which the only real national security had perforce 
to be collective, in one form or another. 'I’o the editor of the 
paper after 1921 and to his associates it was imperative that 
British (jovernments should see in the League the repository' 
and instrument of this new collective security; should put 
into that repository all the political and moral resources 
of which they were capable; and, thus, shoidd strengthen 
collective security and permit a limitation of national arma¬ 
ments and that general reduction thereof, to which the victor 
and vanquished peoples alike looked forward. 

'Phis policy was being hammered out between 1922 and 
1925. 'I'he difficulties were fairly and frankly stated. As far 
as British policy went, one great difficulty, admitted at the 
outset, arose from the old tug-of-war between the defence of 
the motherland in Lurope and that of the Dominions and 
colonial banpire overseas. 'Phe Dominions themselves had 
acquired real independence during the war, an independence 
which was to be legalised in 192b and 1931. 'Phey had shown 
this indepeiulenee on foreign policy over the Chanak incident, 
and were to show it even more forcibly by the time the 
(lencva Protocol came to be discussed at the League in 1924. 
But the British Parliament and people at home were restive 
anil confused, too. How far were they prepared to go? 
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Collective security meant commitments—by itself, and out of 
context, a word as ugly to British as to American ears. If all 
nations wanted security and a limitation of the burden of arma¬ 
ments—and unlimited national armaments would assuredly 
void any security—in what order should one proceed ? 

'Fhe main test arose under the first Labour Government of 
Mr. Ramsay MacDonald in 1924,00 the issue of the Geneva 
Protocol. On September 29th, l%e Economist's leader, ‘World 
Peace and British Obligations’, warned Mr. MacDonald 
against commitments to use British armed forces for the 
support of l.eague decisions, until he had clarified his position 
at home and with the Dominions. What would the British 
people accept? What if Japan, a League Member, went to 
war with the United States and Britain were committed to 
armed support of the League Member? Would the British 
peoples tolerate that? The Economist counselled greater 
caution and deeper examination of the issues. In any case, 
it said, it would be better to obtain general agreement on a 
certain limitation of national armaments first, and then go on 
to obtain collective security by the pooling of those national 
armaments. 

Though the Western Locarno agreement quickly followed 
the abortive Geneva Protocol, and Ciermany finally entered 
the League, The Economist constantly pointed out that the 
essential link between collective security and limitation of 
national armaments was being lost from sight and allowed 
to rust. Some day, as the years wore on, it would crack, 'Phe 
unlimited national armaments would begin to rise, as one 
crisis or another involved the vital interests of one Power or 
another. Then the barrenness of the League’s land might be 
spied out, and the first Power off the mark would start a 
helter-skelter arms race which none might be able to halt. 
If no Power could really count on an effective p(K)led security, 
and if pooled security was not attainable without prior agree¬ 
ment to limit national armaments, then the temptation to get 
off the mark first in such a race might well prove irresistible. 
'Phis was the burden of over sixty articles on this and 
allied questions between 1924 and 1929. Not once in all 
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these articles was British foreign policy viewed as capable - 
of effective execution apart from the I^eague. 

On the vast amount of attention devoted to central and 
south-eastern Europe, America, Russia, and the Far East in 
the twenty years of armistice it is not possible to dwell here. 
The paper viewed with the deepest misgiving any action or 
policy which in its opinion tended to weaken the I.eague, or 
put a premium on purely nationalistic operations, or postpone 
the creation of collective security and the agreed limitation 
of national armaments. 

In the autumn of 1931 came the first major international 
crisis which, as The Economist feared before it happened, 
was to find the League unprepared. 'I'his was the Japanese 
invasion of Manchuria. On November 21, 1931, the paper 
in a leader, ‘The Ear Eastern Crisis’, put the issues in a 
nutshell: 

No doubt one cannot ‘bell the eat’ without a risk of scratches. 
Hut if it is a choice - as it certainly is a choice —between risking 
scratches iu)w and courting de.struction in another world war 
hereafter, w ho can doubt which is the right course for the Council 
of the League and the (Jovernment of the I 'nited States to follow ? 

'rrue, The Economist had welcomed the .Xnglo-American 
naval limitation in the Washington Treaties of 1921-2, which 
had relatively advantaged japan in her home waters. 'IVue, 
to bring .America and the league together, unanimously, 
on a plan of action that might involve warlike operations 
seenK'd either impossible or, even if possible, terrible and 
unthinkable. But of the ultimate implications of the contrary' 
—doing nothing and thereby stultifying the League and 
collective security and unleashing a national armaments race 
— The Economist was fully seized, and said so. 

One or two features of the 1931 4 Far Eastern crisis, 
however, merit closer attention to-day, for they foreshadowed 
The Economist'^ attitude to even more world-shaking events 
between 1933 and 1939. hirst was the so-called ‘Stimson 
offer’ of a joiiU .Anglo-.American demarche against Japan, in 
the winter of 1931 2. The Economist devoutly wished for 
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such a consummation; but it took pains to observe that 
while, if such an offer had in fact been made, the British 
Government should at once have accepted it, that same 
Government would necessarily have to have some Ameri¬ 
can assurances. Chief among these would have been the 
American assurance that, should Britain be faced with 
war against Japan as a result of such a demarche American 
armed forces would forthwith be at Britain’s side in the 
ensuing conflict. In the nature of the President’s and Secre¬ 
tary' of State’s peace-time powers, such an assurance, of 
course, would not have been forthcoming. It would have 
been unconstitutional if secretly given; and Congress would 
never have given it publicly. 

In any case the sorry exhibition at (Jeneva was played out 
to the accompaniment of war in China, 'rhcrcaftcr, a rift 
developed between the public opinion of the British and 
American peoples. 'I’he League’s powers and the hope of 
any limitation of national armaments and of pooled security 
gradually vanished under the black stormclouds which began 
to pile up over Kurope and Africa. 'I'he talc of national and 
international crises, which the paper had feared in 1921-5, 
began quickly to accumulate. 

After the Japanese challenge to the League had proved the 
weakness of the League’s members, and the difficulty of 
securing American collaboration with them, there was no 
lack of similar challenges. The Economist, preoccupied with 
the economic blizzard which was sweeping away the rudi¬ 
ments of the temporary international order set up between 
1924 and 1930, yet found more space to devote to foreign 
affairs and foreign policy. It had been critical of some of the 
Labour Governments’ proposals in 1924 and in 1929 31. 
After 1931 it developed in greater detail, and with far greater 
attention to particular countries and regional centres of 
gravity, two main critiques of British foreign policy, as exer¬ 
cised by the so-called ‘National (governments’ of MacDonald, 
Baldwin, and Chamberlain. 

'I’he first of these critiques was bascil on its seventy-year- 
old doctrine, derived from Bagehot’s early perception of the 
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dilemma in which British foreign policy was inexorably 
placed by the progress of science, the geographical situation 
of the United Kingdom, and the length of her arteries to the 
Dominions and Colonies. Between 1932, when Hitler was on 
the threshold in (iermany, and the autumn of 1939, the paper 
reverted to Bagehot’s practice—almost wholly abandoned by 
his successors until after 1919—of devoting regular articles 
to military, naval, and strategic problems and issues bearing 
upon them. 'I'he burden of this innovation was of course to 
emphasize the peculiar dangers to which Britain and the 
Commonwealth in particular would become exposed if 
collective security and the essential limitation of national 
armaments both failed of achievement. 

'I'he second main critique in this final period was the 
paper’s insistence, almost weekly, on the inherent prefer¬ 
ability, from the British as much as from the world’s stand¬ 
point, of strengthening the League’s executive powers, 
through a limitation of national armaments coupled uith and 
dependent on an agreement to translate collective security 
into action. 

The conjuncture of these two critiques of the British and 
other Powers’ foreign policies naturally necessitated frequent 
argument and reargument of the unitarv’ thesis underlying 
the two corollary critiejues. 'I'hat thesis was in essence simple. 
It was, briefly, that the foreign policies of the chief victorious 
Powers in 1918 could really only be one of two alternatives, 
if indeed those policies were ever to be effective in preventing 
a disastrous relapse into world war. The one policy was ad 
hoc military alliances, region by region; which voided all 
hope of collective world-wide security from aggression, and 
made inevitable a return to the unlimited national armaments 
race. Isolationism from another liuropean war would be 
impossible; and a Kuropean war would almost certainly lead 
to another world war. 'Phe other policy was of necessity 
based upon the League t’ovenant, limited national arma¬ 
ments, a collective security which stenttned from the pooling 
of such limited armaments, and close co-operation with 
Russia and .-Xmerica. The Economist repeatedly obsen-ed, 

4*J7 n 
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from 1921 onwards, what Mr. J. M. Keynes had pointed out 
in his Economic Consequences of the Peace in 1919; namely, 
that unless some sort of collective wisdom and security 
were achieved, France and her allies would seek security 
by ‘encirclement’ of a renascent (Jermany ; and this would 
bring an authoritarian, democracy-hating, Brandenburg reac¬ 
tion in Germany, which would make hay of Furope once 
more. That is why, after the Ruhr episode, the failure of the 
Western Locarno Pact of 1925 to provide a substitute for 
collective security, the lack of any limitation on national 
armaments, and the crises of 1931- 3, The Economist's articles 
on foreign policy became more and more outspoken. 

There are in fact over 150 articles on this theme alone 
between 1919 and 1939—exclusive of some 250 articles on 
political issues in the principal countries, all bearing to some 
extent on the main international problem of the period. 
It is in one sense encouraging, in another depressing, to note 
that as the League’s members progressively failed to achieve 
the twofold policy of the paper—limitation of national arma¬ 
ments and pooling of the residue against aggression—the 
paper’s statement of the problem before the British (Jovern- 
ments became clearer and clearer. Hither these (h)vcrnments 
should frankly consign the League to limbo, rearm and enter 
ad hoc alliances, for the sake of British defences and security, 
and for the sake of like-minded nations’ security; or, as the 
paper itself fervently preferred, the British (iovernments 
should take the lead in invigorating the League, and making 
collective security work by obtaining a limitation and pooling 
of armaments. The Economist stated repeatedly between 1925 
and 1935 that only by the latter pf)licy could Britain 
really hope to avoid war, and provide a chance of peaceful 
change within the framework of an effective international 
organization. 

The Economist was galvanized by Hitler’s advent to power 
in 1933 into demanding that the issue of foreign policy be 
fairly and squarely placed Ix-fore the people. If the (Jovern- 
ment were going to adopt neither the one policy nor the other, 
and if in that event no policy at all were to be followed, then 
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it was open to question whether the electorate could be 
blamed for indifference or lack of will. Let the electorate 
declare its own mind. 

'riiis was the temper of the paper during those recurrent 
and cumulative crises of 1933, 1934, and 1935, before the 
notorious (leneral Klection of November 12, 1935, during 
the ‘Sanctions’ crisis. On the ‘lcs.sons’ of that election the 
paper was clear. 'I'he (jovernment had proposed re-arma¬ 
ment, but to support the League’s action. 'Fhereafter there 
was no other election. But there was an abandonment 
of Sanctions; no effective rearmament; further weakening 
of the League; and Britain got the worst of both worlds. 
She got no collective security; and she got no national 
security by new armaments and alliances. She got no inter¬ 
national limitation of armaments; and she got no adequate 
armaments of her own. In short, there was hereafter no 
security for anyone. The paper said, after the occupation 
of the Rhineland by Hitler’s new armies and the abandon¬ 
ment of ‘Sanctiors’ in i93f>, that it was almost a situation 
of sauve qui pent in the whole world. The swift collapse 
of international order in Itiurope, .Africa, and the Far East 
between 1936 and 1939 simply underpinned almost every 
argument which The Economist had advanced on foreign 
policy between 1919 and 1931. .And, as it had thought a 
score of years earlier, the catastrophe, when it did recur, 
involved even the two (Jreat Powers which had remained 
outside the League: Russia and the L'nitcd States. In the 
very articles which welcomed both President Roosevelt’s 
recognition of Russia and the entry of Russia into the League 
in 1934 5, The Economist emphasized the inability of these 
two (Jreat Powers to remain outside the evil current which 
was already sweeping the whole world along. 

It would not be fitting to close this already over-extended, 
yet inadequate, review of the paper’s attitude to foreign 
affairs during its crowded century of life without emphasiz¬ 
ing two singular, even paradoxical, features. First, The 
Economist's attitude to foreign alFairs and British foreign 
policy from 1843 *9*4 "*** ***** followed after 1918. There 
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was, as must be obvious, a clear-cut break in that attitude 
after 1918. Yet, secondly, the paper’s attitude after 1918 
actually develops, logically, from facts and tendencies slowly 
elaborated in the same journal during three-quarters of its 
life. In short, while between 1843 and 1914 successive 
editors could well see and describe the developments which 
were bound to force on Britain and the other (Jreat Powers 
a radical revision of their foreign policies, these editors did 
not make the jump from a good diagnosis to the best prescrip¬ 
tion. Why they did not do so—though Bagehot saw its 
inevitability one day —lies beyond the scope of this re\ iew to 
determine. The causes may lie in personalities, environment, 
and the influences exerted upon the editors by developments 
in the many other fields of the paper’s discourse than that of 
foreign policy. It is a hard task at any time to review, by the 
week, the affairs of a contracting world and their implications 
for foreign policy; and that task was never harder than in the 
‘forlorn years’ between the two World Wars. Yet it was 
just during those years that the paper’s circulation in the 
world outside Britain reached its peak, at almost 50 per cent, 
of the total. It was, indeed, ‘one world’, as The Economist 
recognized by becoming as much a journal for that world as 
for Britain; and, to that extent, becoming the unique publica¬ 
tion which it now is. 



'nil* MONEY MAKKE'l' 

By W. T. C. KING 

I 

AT the time when The Economist was bom, and indeed 
for long afterwards, the Money Market lay very near the 
heart of the body economic so near that contemporary 
writers often mistook it for the heart itself. It was, perhaps, 
an excusable mistake. At that time, in the early forties, the 
first of the provincial joint-stock banks' was still in its ’teens, 
and the London joint stocks had still to reach them. Alto¬ 
gether, there were some hundreds of banks, all strictly 
localized and mostly small. Branch banking, it is true, was 
no longer a novelty; but when the transport of coin was a 
laborious, muddy, and even dangerous business, prudence 
demanded that the branches should be clustered around 
the parent. 'I'he system had none of that equalizing force 
which later became its leading characteristic. In agricultural 
districts there were banks with more deposits than they 
could themselves profitably employ; in the mushroom 
industrial areas there were banks with more borrowers 
than their resources could supply. 'Fhe standard means of 
finance for domestic as well as overseas trade was, moreover, 
the bill of exchange, which was so firmly established and so 
well understood that it ser\'cd in some localities as a sub¬ 
sidiary currency the cheque system was in its infancy. 

In these conditions, it was the London money market, 
and especially the discount market, which made the banking 
system work. It not only organized and managed the 
central pool of liquid resources. It provided the intricate 

‘ The first provincial hank to trade as a joint-stock undertaking (though 
not the first to refiister as such) was the famous and old-established 
Stuckey’s Hank, of Kangport in Somerset, It \vas here, in the office of 
his uncle, Vincent Stuckey, that the financial genius of Walter Bagehot 
W'as cradled. His father was also closely associated with the bank, and he 
himself Ix'came in 1855 Secretar>' to its Committees of Management—an 
office which he retained even after l>ecoming editor of Tht Economist. 
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connexions between bank and bank, and between borrower 
and lender, through which flowed the irrigating stream of 
credit that nurtured the whole economic organism. If there 
was trouble in the money market, it was all Lombard Street 
to a china orange that the same would be true of the trade 
of the country. 'Fo-day, a ‘pressure’ in the market means 
that some technical obstruction has slowed down for a 
few hours one of the larger of the myriad streams which 
feed that perennial whirlpool, the short loan fund. A century 
ago it usually signified - partly as an effect, partly as a cause— 
a shock to business confidence, collapse in the prices of the 
staples of the day, a crop of mercantile failures, penurj' for 
once-wealthy families, and hunger even famine in remote 
villages. We should not, perhaps, construe too literally the 
views of that Scots sheriff who in 1848 told a Parliamentary 
Committee that, in his experience, a rise in discount rates 
was inexorably followed by a wave of crime, civil suits, 
mortality, and typhus; and who, as member of the prison 
board, professed to plan the scale of his official hospitality 
by the movements in Bank rate.' But the incident is reveal¬ 
ing. So, too, are the habits of the contemporary pamphleteer. 
The ‘hungry forties’, of course, witnessed the great battle of 
the Corn Laws, with which the origins of The Economist arc 
so intimately associated. But, except on that vexed issue, 
writers of economic tracts were prone to take the money 
market as a central theme: under some such title as ‘The 
Money Pressure of 18—’ they would encompass the whole 
range of economic controversy. 'Phese disquisitions those 
who read them now will pardon the woril were no mere 
meanderings. 'I’hey derived from the central truth that the 
operations of the broker of Lombard Street, whose stock- 
in-trade still often comprised no more than ‘a pair of boots 
and a bill-case’, were integrally part of the whole economic 
mechanism. 

Such, in broad outline, was the status of the money market 
in the life of the middle forties. It was natural, then, that 

* House of Lords Committee on Commercial Distress, Kvidence, 
Question 3844. 



THE MONEY MARKET 103 

monetary topics should figure prominently in the only 
weekly journal seriously devoted to practical camomics and 
business afiairs. 'I'here was, of course, another reason also. 
Through its first two editorships The Economist was inspired 
hy men—Wilson and Bagehot-—of outstanding knowledge 
of monetary economics and practice, with penetrating and 
forceful habits of thinking; whilst in its third editor— 
Palgrave- it found a student of market technique. These 
men gave to The Economist an undoubted mastery among 
contemporary commentators and news reporters in this 
sphere. And they did more than serve the needs of the time. 
With admirable foresight, they supported their arguments 
with a wealth of statistical analysis and factual detail which 
not only pointed the way to the best modern technique in 
financial journalism but provided an historical source of 
ine.stimable value and wholly without rival. I'he Bagehot 
tradition -for it was he who brought to maturity what 

Wilson had created.was built to last. Much of it has 

endured to this day, moulded and re-moulded to the needs 
of a new age, but still quite recognizable. Some may feel, 
indeed, that a few of its more superficial trappings actually 
outlived their usefulness. It was less than a decade ago 
that the format of the paper at last acknowledged the 
altered status of the money market, in its technical sense, in 
the economic world. 


11 

In the earliest issues, however, no attempt was made to 
provide any regular news service on money matters. The 
market found only a humble place in the programme 
presented in the ‘Preliminary Slumber and Prospectus’; 
and in the opening issue the sole reference was in the ‘Post¬ 
script’, where the Bank of ICngland’s terms for loans against 
Exchequer bills figured immediately after the movements of 
Consols on the one hand and of Her Majesty—about to 
cross the Channel in the royal yacht -on the other! .\fter a 
few weeks the money paragraph disappeared even from 
the ‘Postscripts’, though the paper punctiliously reproduced 
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the thirteen weeks’ moving average of the Bank return and 
the statutory’ statements of private note issuers. Yet the 
first Statistical Supplement, dated November 4, 1S43, which 
ran to no less than fourteen pages, contained no financial 
figures at all, except the Revenue return. Foreign exchange 
tables began to appear in the following July. But in these 
early issues such routine financial features were the chief 
victims of an engaging waywardness in the paper’s sense of 
news values. In the light of Wilson’s fiscal objectives, it is 
easy to see why a super-priority was accorded to the trade 
returns. But there was surely less excuse for the textual 
quotation, in a review of an anthology of poems, of the 
ichole of ‘You are old, Father William . . . ’ (‘which for 
simplicity and truth cannot be outvied’) in an issue' which 
contained no reference to the money market, no exchanges 
table, and only three lines on the Stock b'xchange. 

Happily such oddities of judgment did not invade the 
leader columns, which almost from the out.set did full 
justice to monetarv- topics. 'Fhe second issue bitingly 
attacked the ‘Bnimmagem Quacks’ (the theories of that 
school, in politics as well as economics, have ever evoked 
The Economist's scorn) for thinking that, because good trade 
was accompanied by high prices, the recipe for prosperity 
must be price-raising on the basis of inconvertible notes. 
But the paper’s first major contribution began in the late 
spring of 1844, when Wilson plunged enthusiastically into 
the heated controversy aroused by Feel’s proposal to use 
the renewal of the Bank Charter as an opportunity for 
currency reform. ’I’he interest excited by these debates led 
in 1845 to an expansion of the paper to embrace a ‘Bankers’ 
Gazette’—a feature which figured in the sub-title until 1934 
and endured, in statistical form, until 1938. For three- 
quarters of a century the ‘Gazette’ included, not only the 
statistics which are its modern counterpart, but all the 
routine news and analyses, the whole sometimes occupying 
five pages or more. Fven in the earliest years it embraced a 
column (and, on special occasions, more than two pages) 

• June 29, 1844. 



THE MONEY MARKET 105 

of small-type notes on the Bank return and money market, 
the exchanges and bullion, and the ‘Funds’- -apart from 
supporting tables and bank share prices. By 1847, it is 
worth noting, the on ’Change quotations numbered twenty- 
two, yet the only non-European exchange was that for Rio 
de Janeiro—a fact which, in conjunction with the regular 
publication of arbitrage prices of gold at Paris and I lamburg, 
affords a striking comment upon the status of New York. 

From the time of the introduction of the ‘Bankers’ 
(jazette’, leaders on monctary^ and banking topics became 
increasingly common. Especially during the 1847 crisis 
Wilson did splendid work in this field, as will shortly appear. 
But the fact that he was able, after the first ‘crisis’ of that 
year, to produce a sizable book from reprints of his major 
articles,' is evidence of their length rather than their fre¬ 
quency. Some of them, even for an age of long-windedness, 
were inordinately long. One ran to nine and a half pages, of 
much smaller type than is used nowadays. 'I'heart of window- 
dressing, by choice of caption and style, was wholly unknown. 
'Fhe pampered modern reader, impatient to pick the eyes 
out of these early numbers, may perhaps be forgiven if he 
maliciously concludes that the tone of the whole was set by 
the title given to a plea for better sanitation in the towns, 
‘Morbific Effects of Effluvia from Dead Animal Matter’.- 
But he would be wrong. 

Bagehot never lapsed in this way. Ihider his sure touch 
the ‘money’ leader came into its own—frequent, forceful, 
and attractive. In the early sixties, in particular, he was 
prolific on these topics. His writings on the limited-liability 
boom and finance-company excesses, the antecedents of 
the crisis of 1866, were interspersed in 1864 by an important 
series of ten articles to explain the market to ‘men of business’, 
the first being entitled, in a style immortalized in Lombard 
Street nine years later, ‘What the Money Market is, and Why 
it is so Changeable’.’ Palgrave could not rise to Bagehot’s 
heights, but many of his leaders on the technical problems 

* Capitalt Curremy and liankiftg, by James Wilson; published by The 
Fconotnisf, ^ 1843 4, p. 4t>9. ^ 1864, p. 1105. 
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of the market have become incorporated (a few of them 
unjustifiably) into the standard literature of banking.' 

In the Hagehot era, too, there began that practice, so 
familiar to the modern generation of readers, of devoting a 
short opening article to the market. Hagehot used this 
device when he wanted to drive home some point of concern 
to Lombard Street but could not justify a full-dress article, 
as, for example, when he protested that the Hank return had 
been delayed for some hours by the carelessness of officials 
at Somerset House, by whom alone, in pedantic compliance 
with the law, the return could then be handed out to the 
Press. Palgrave, however, used the same device more 
frequently and therefore less discreetly-—the change is 
noticeable after Hagehot’s death in 1877. Hy the nineties 
the opening column of the paper contained, not a true 
leaderette, but a routine news-commentary, generally headed 
simply ''I'hc Money Market’ and including a formal rates 
table, the whole being virtually duplicated by the regular 
reports in the ‘(Jazette’. 

'Phis wasteful use of space was stopped in the first world 
war, when the ‘(Jazette’ became purely a stati.stical feature 
and the opening article sustained a pruning from which it 
never fully recovered. It lingered on for nearly twenty 
years, as the only routine article on the market, but usually 
without either the authoritative judgment or the meticulous 
reporting of former times, and liable to be cut down to a 
half-dozen lines when space was tight. During this troubled 
period in international finance, monetary and kindred topics 
naturally figured very prominently in the main leader 

* Especially in his Bank Rate anti the Money Market, 

* Pali^rave's fomialism, as expressed in his painstaking researches into 
banking statistics, did, hr>wever. make one major contribution to the 
permanent ‘money* features of the paper. It was he who laid the founda¬ 
tion of the modem hanking supplement, started hy Hagehot in the early 
sixties as a mere collection of half-yearly bank reports, usually without 
even individual balance-sheet tables or comparative figures. Palgrave in 
1877 added a comprehensive and classified table of all British banks, and 
sometimes contributed some enterprising statistical analyses. Not for 
many years, however, did the supplement include those descriptive and 
analytical leaders on hanking trends which, to the modern reader, are 
usually its most va)ued characteristic. 
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colunms. Some of these articles were of outstanding merit, 
hut in virility and lucidity they rarely reached Bagehot’s 
high standards. Paradoxically it was not until the money 
feature had been demoted from the opening position that 
The Economist began to resume its role of convincing analyst 
of monetary trends and news; it was later still that it again 
took its rightful place among the forward thinkers on these 
problems. It is tempting to say that in this last decade the 
spirit, first of Palgrave, and then of Bagehot, has been re¬ 
born. But this is not the context for such speculations; 
the recent developments far transcend the changes in format 
with which they were associated. And we have dwelt too 
long upon the mere fashion in which The Economist's contri¬ 
bution to money literature has been clothed. It is time to 
look at the contribution itself. 

Ill 

'Po generalize about the leaders and views of a centurx’ is 
an impossible ta.sk. But if that had to be attempted, it might 
well l>e argued that their most distinguishing virtue lay in 
an unusual capacity, not indeed for compromise, but for 
spotting the weaknesses in both extremes of public argument 
on the vexed issues of the day. Time after time the great 
merit of The Economist has been that it had both feet firmly 
on the ground. Pxcept on rare occasions it has neither 
soared to high-brow monetaiy theory nor stooped to toy 
with those half-baked schemes which so often are dubbed 
'practical’ because they spring from ‘business’ men. It has 
always believed in honest common sense. 

'Phis realism was never better illustrated than in the heat 
and fury of the Bank C'harter controversy. Wilson and Bage¬ 
hot, in the latter’s own phrase, were ‘about the sternest 
bullioni.sts there are’.' .As such, they were as much opposed to 
the Act’s most vocal opponents ‘as Peel was himself’: yet they 
themselves were among its most penetrating critics. 'Phe so- 
called ‘theory of the .Act’—that it would prevent currency 

* 1864, p. 1400, and ‘Mrmoir’ of Wilson (Nov. 17» i860). 
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excesses by safeguarding convertibility of the note-issue and 
by placing its control beyond the reach of 'management’— 
Wilson from the outset found wholly unconvincing.* Did 
not currency excesses arise as much from non-issuing as 
from issuing banks? If legislation was needed at all, why 
not extend it to deposits? In view of the Bank’s note-issue 
monopoly, itself undesirable, statutory constraints might be 
inevitable; but they could never be a substitute for good 
management. If the Bank directors could not be trusted, 
why leave them to act at all? ’I'here was no escape from the 
truth that the safety of the currency depended upon the 
board’s discretion. Hence the Act was not only powerless 
to prevent speculative excesses, but was positively dangerous: 

Let not our merchants, and manufacturers, and shop-keepers, 
and traders of all classes, be betrayed into a false and dangerous 
confidence, that this measure will secure them in future from the 
‘commercial revulsions’ [Feel’s phrasej to which they have been 
so much subjected.^ 

But the warning went unheeded in the Bank parlour. 'I’hc 
Bank board, convinced that its obligations were automatically 
fulfilled by keeping the statutory' reserve in the Issue 
Department, acted on Peel’s famous ‘principle’ that in its 
general banking business it was as free as any other bank; 
and there began that orgy of competition with the market 
w'hich was one of the main contributory causes of the 
disaster of 1847. The Economist criticized repeatedly, but, 
when the public in its distress turned violently against the 
Act, declared level-headedly that it would be a ‘fatal error’ 
to suppose that a repeal would provide a solution. 'I’hc 
basic causes, as a penetrating series by Wilson had shown, 
lay in the excessive capital development of the railway 
‘mania’, involving outlays which, in their immediate effects, 
could only be compared to the ‘extravagant expenditure of 
war’.J 

' >843-4, PP- 794, 818; 1847, pp. 953-5, 981, 1213 14. 

* 1843-4, P- 794- 

* 1847, pp. 211,405 -8 (and pp. 392, 1157-8 for criticisms of the Bank). 
Wilson blundered badly, however, in propounding as a ^c^neral panacea 
the issue of £1 notes in order to release gold to finance the excessive im- 
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Not until after the further crisis of 1857 did th? Bank begin 
to grasp the truth of Wilson’s main arguments. Even in 
1864 Bagehot was declaring that from 1826 to 1857 the 
directors ‘produced and aggravated by their laxity and 
easiness the most frightful evils’. Only then, he said, was 
the Bank board regaining the ‘wholesome rigour’ which it 
had shown before its ‘demoralization’ by the ‘Restriction’ 
of 1797 to 1819. Bagehot, despite his ‘bullionism’, never 
would put his faith in mere convertibility of the note-issue, 
emphasizing always that the rate of interest was the only 
instrument to ensure that the whole credit currency respon¬ 
ded to the needs of changes in the bullion reserve.' Until 
the middle seventies, too, he was persistently urging the 
Bank to give a lead to the market at the first sign of impending 
trouble, roundly condemning the rule of ‘following the 
market’—a rule long cherished by the Bank as proof that 
it had outgrown its follies of 1847—as a ‘recipe for making 
panics’. 'I'hen, at last, the Bank began to follow his advice, 
and even started to use an ‘open market’ technique to but¬ 
tress its rate when necessary. 

It fell to I’algrave’s lot to tackle the difficult problem which 
then emerged. How could the rate-stmeture be prudently 
managed when the joint-stock banks paid such lavish interest 
on deposits that they were forced to scramble for bills at 
almost any price? Bagehot had campaigned successfully 
for the abolition of current account interest, and Palgrave 
followed this lead by pleading for lower deposit allowances. 
But, when this proved no solution, he actually toyed with a 
plan to abandon Bank rate as the standard rate in the market 
(arguing that the Bank had ‘abdicated’) and to replace it 
by a uniform deposit rate fixed by the London banks and 
supported by a second reserve to he established by them.^ 

ports engendered by railway construction. 'Fhis scheme might have had 
short-tenri advantages; hut Wilstm, defending it in successive articles, 
actually declared that as a temporary palliative it would not he worth 
while. Moreover, whilst its a\«>wed object was to expand discount 
accommodation, the plan ‘wtuild not add is. to the currency'. (See 1847, 
pp. 212. 405 8, 545, 578.) * 1864, pp. 1307, 1400. 

* 1877, P* 1274; « 878 , pp. ii 7 » i 73 » 357 » 693-4, 705. 
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I'he Bank itself, he thought, should carry foreign securities, 
and protect its reserve by direct action upon the exchanges.' 
'Fhese ideas, however, were fully fifty years ahead of the 
times. In later articles The Economist doggedly campaigned 
for more orthodox measures, including a better ‘open market’ 
technique, to restore the lost effectiveness of Bank rate.^ 

'I'he central theme which ran through Wilson’s and 
Bagehot’s theories, and through much more recent leaders 
also—that sound practice never could be .secured by ready¬ 
made rules, but only by leaving men free to learn, with full 
personal responsibility, the policies which would best serve 
their long-term interests—was apparent, too, in The Econo¬ 
mist'’^ attitude towards the early management problems of 
the joint-st(K'k banks. 'I'he paper attacked the Joint Stock 
Bank Act of 1844 from the outset, and later argued that the 
legal code, so far from saving the public from its ‘cupidity 
and folly’, increased its danger. ’I'he ill-starred and fraudu¬ 
lently managed Royal British Bank, it pointed out, had been 
‘impudently puffed’ because of its ‘Royal Charter of Incor¬ 
poration under .Act of Parliament under direct sanction of 
the Board of 'I'rade’. It thrust shrewdly, too, in explaining 
that the part-time directt)rs of joint-stock banks were only 
nominally paid because of ‘the standing, the honour, the 
interest’ that their offices afforded: yet these indirect 
advantages amounted to ‘imposing upon the establishment 
inefficient and highly-paid services [of friends and relations] 
or bringing to it business of an inferior or hazardous kind’.-* 
But to illustrate the paper’s capacity for withering comment, 
it would be hard to beat its attack upon the bank ‘guinea-pig’: 

... there has been no calling in which so much everyday dishonesty 
has hitherto been covered by conventional custom, as in that of 
the practised—we may say, professional - Director of public com¬ 
panies. ... 'I’he miserable wretched pittance o{ a sovereign for each 
attendance, takes men into the City on a given day in the week, 

' 1878, p. 790. 

^ See. especially, 1883, p. 485, anti 1890, pp. 949 50, 964, I4t>7. 

* 1857, pp. 58 9; 1858. pp. 1230 I (also pp. i66, 530 I on limited 
liability for banks); 1856, p. 1061. 
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when for their convenience several companies meet,.to enable the 
Professional Director to shuflle from one Board to another, to earn 
his sovereign at each, to hear the gossip of the day, and to sign an 
approval of all that the Secretary or Chairman has done since the 
last meeting.’ 

'Phe same fearless forthrightness was repeatedly shown, 
too, at the time of the 1866 and 1890 crises. In 1865, when 
the once-honoured hut then prostituted business of Overend, 
(jurney & C’o. was floated as a limited company, a respected 
contemporary whitewashed the issue hy declaring that the 
^[500,000 payable for goodwill was ‘a detail for shareholders 
to settle’. Hut The Tcouomist welcomed the registration, 
hccau.se the publication of accounts would reveal what the 
discerning City man mo.st wanted to know the amount of 
’extra’ business, the nature of which was a ’matter of public 
notoriety’.- 'rhese were bold words, of a name which in 
many places was still one to conjure with. After the collapse, 
among the paper’s invaluable comments on the wider aspects 
of the crisis was a castigation of the tinv directors for neglect¬ 
ing to investigate the old firm’s ‘congeries of bad matter’. 
.Again, when the strongly backed (leneral Credit Company 

forcruniter of the I’nion Discount Company -was trans¬ 
lated from a finance to a discount house, it frankly opined 
that the company never could play the part once played by 
(turneys, because a goorl di.scount house must not have a 
’back shop’. ’ 

So, too. in i8(>o. C'onsider the following, written on the 
morrow of the Haring crash: 

Had Mci^srs. Baring Brothers been al>le to shift the burden of 
their South .Ameriean oliligations upon the investing public they 
wouhl now have been standing erect . . . I hey did not neglect to 
use all the means in their power to rid themselves in this way of 
their liabilities. . . . We would rather not speak of the market 
devices employed to attract investors. Our opinion as to these was 
expressed freely and strongly enough at the time. . . . We cannot, 
however, profess to feel sorry that the etforts to iiuluce the invest¬ 
ing public to come to the relief i>f Barings have proved ineffectual. 

1858, pp. 250 1. ^ 1S65, pp. 845 6. > i866, pp. 698, 1336. 
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... It is better that things should have turned out as they have done, 
than that the Barings should have succeeded in relieving them¬ 
selves from the evil consequences of their own rashness in the 
pursuit of wealth, at the expense of confiding investors.* 

But if The Economist refused to worship at the feet of the 
mighty, its forthrightness was aided by a latitude in the libel 
laws which must excite the envy of all who in modern times 
have found—and how often!—leg-al obstructions in their 
search for truth. Yet in the sixties the paper was actually 
complaining that the law permitted it to say, not what it 
‘knew’, but only what it could prove. 

IV 

The period from 1890 to 1914 was not a spectacular one 
in money market history not, at least, by contrast with the 
crowded incident, the blunderings, the crises, and the burn¬ 
ing controversies of earlier years. 'I'he market, too, was 
growing up; it needed sober instruction upon technical 
problems rather than noisy chiding on first principles. The 
Economist, perhaps a little unimaginatively, gave it what it 
needed, with discussions on such matters as the problem of 
foreign balances, window-dressing, the technical manage¬ 
ment of the gold standard, and the sins of continental central 
banks.^ On the growth of 'rreasury influence, the paper 
deplored ‘the unwieldy finance’ which in 1905 momentarily 
carried outstanding Treasury bills to the ‘gigantic total’ of 
—millions!-* 

The war, with its new and dynamic problems, did rekindle 
some of the old fire in leaders on the wider monetary issues, 
but at times the flame burnt fitfully. The Economist was 
usually sound—far sounder than Government policy and 
many of its contemporaries—but its leaders often groped 
tow'ards the truth without quite reaching it. In 1917 it 

' 1890, p. 1465. 

» Sec (e.K.) 1902, pp. I, 80, 1243 : 1907. PP- 2070. 2286; 1905, p. 1376. 

^ The inventor of 'Freasury bills was Baj^ehot, but he never ‘wrote up* 
his idea in The Economist \ it was left to Lord Welby» many years later, to 
tell the story of Ba^ehot’s advice to Stafford Norlhcotc before the 
introduction of Treasury bills in 1877. (Sec 1909, p. 1045.) 
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pleaded realistically for genuine savings and opposed a plan 
for bank-financed subscriptions to war loans by the trust 
companies; yet, after pointing to the steep price-rise and 
adverse exchanges, it meekly suggested that ‘it is surely safe 
to suspect that our currency policy has had something to do 
with both these unfavourable results’. Some people, it said, 
thought that higher prices demanded more currency, but 
‘what if the increase in the supply of currency is a cause of 
the rise in prices?’* 

'Fhcre was an explanation for the dullness and brevity of 
the war-time money reports: they mirrored the market itself, 
‘stagnant and uninteresting, occasionally rippled by the late 
arrival of a mail’. Bank of England technique, however, fell 
far short of present standards, and there were rude distur¬ 
bances at times, as when ‘tap’ issues of bills and bonds were 
cut otF entirely (and replaced by Ways and Means) for 
three months before a war-loan flotation. At such moments 
The Economist did bestir itself to protest mildly.- 

V 

In the post-war phase the paper’s monetary leaders were 
more purposeful. I'ntil 1932 it remained ‘bullionist’ in tone. 
'True, it criticized the Cunliffe Committee’s pleas for a C.O.D. 
basis for exports and for higher money rates, but its only 
doubts about the Committee’s policy as a whole arose from 
fears that the (Jovernment would lack the resolution to stop 
the ‘debauchery’ of the ‘miserable process of papering over 
the deficit’.* C)n the eve of the return to gold it declared— 
citing the E.H.I. that delay was unwarranted because the 
advantages would justify whatever risks might be run.-* 
Mr. Montagu Norman’s ‘crowning achievement’, it asserted 

' 1917. PP-4f>4-.'>- 

^ 191(1, p. 1113, aiui 1917, p. 1. ^ igic), p. 1127. 

^ It is anuisinK tiote that The Etonomisf^ references to McKenna and 
Keynes- the latter, howinu at last to the inevitahle. had advocated delay 
- mtived the Sound C'urrency Assticiation to surprise that ‘these jjentle- 
men’ should he ipioted at all, because they *have been so often proved 
wron^^, and their \ ieus are so at variance with those of The Eamontist' 
(1925, p. 503 and, for the either references above, pp. 391, 435, 527, H45). 

4H27 I 
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three months later, would re-create ‘one of the most essential 
conditions for the revival of world trade’ and would bring 
‘a definite broadening of British commerce’ within a few 
weeks—despite the fact that sterling over\'aluation would 
involve a fall in domestic prices. 

One other comment on that famous budget deser\'cs 
quotation. The Chancellor, said The Economist, was one of 
the few who knew ‘that the stor\' of a country can be read 
in its budgets’. Having produced, not a budget alone, but a 
national stock-taking and a ‘promulgation of far-rcaching 
policies’, he had ‘no need to aspire to the premiership’ 
because he already ‘holds the fate of the country' in his hands’. 
That Chancellor, needless to say, was Mr. Winston Churchill. 

But The Economist could not see eye to eye with the 
Chancellor on the war-debt question. It criticized sharply 
when it suspected that he intended to hold rigidly to the 
principle—later diluted —of the Balfour Note, and vigorously 
debunked the argument that Britain had borrowed from 
the United States, not for herself, but for her Allies alone. 
Its own view—‘that France owes us nothing in respect of 
the war’—might be too much for the Covernment to swallow, 
but, if so, the most that Britain could demand was that 
costs be shared in proportion to ability to pay, measured in 
national income. T'hat, surely, was the strictest meaning of 
our agreements to pool resources with our Kuropean allies; 
but, in any case, why all this book-keeping in a common war ? 

When the Ministry' of Munitions supplied 6-inch howitzers 
with ammunition to the Italian front in 1917, the cost was 
calculated to the utmost nicely, and counted as war debt. When 
the Italian line collapsed and we sent two divisions with a lot 
more guns and ammunition from the same source to the same 
front, but fired this time by British artillerymen, it was no longer 
war debt, but part of the British war cost.' 

On the entirely new problems there was no mistaking the 
quality of the paper’s judgment; but on the new aspects of 
old problems it was still fettered by past conventions. In 

’ 1925, i, pp. 4. 43 4 . 2 » 7 . 
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retrospect, however, we can discern a subtle change. The 
paper sensed the difficulty of applying old remedies to new 
maladies, and no longer pressed orthodoxy to its ultimate 
conclusion. For example it repeatedly applauded the Bank’s 
expedients to stiffen money rates without raising Bank rate 
(on one occasion the bill rate was thus hoisted to f per cent. 
ahm'e Bank rate) because of the relief afforded to industry. 
Yet it regarded open market purchases as ‘shifts and ingenu¬ 
ities’ which made Bank rate a ‘nullity’.* Again, in 1929 it 
called for an increase in the fiduciary issue as an alternative 
to a curtailment of foreign credits, and even as late as the 
summer of 1931 was still championing the policy of attracting 
foreign short money: 

... hanking is one of our staple and most remunerative industries; 
and, just as it is the first duty of a banker to seek deposits from his 
customers, it is London's business to encourage the influx of 
foreign money. 

Almost simultaneously the paper was asking whether the 
Macmillan Committee really could mean that Bank rate 
ought to be raised to meet a disequilibrium resulting, not 
from a rise in domestic prices, but from a fall in world prices.- 
These heresies were forgotten when the chance came to 
dandle the righteous child of the May Committee. Of the 
unrighteous Slinority Report The Economist declared that ‘too 
much importance should not be attached to the argument 
that the reduction of benefits and wages reduces the purchas¬ 
ing power of the public and thereby contributes to trade 
depression’. .'\nd it unreserx’edly welcomed Snowden’s grim 
warnings as a 'favourable omen’ —for retrenchment. ‘Is 
sound finance’, it asked, ‘to be shipwrecked on the rock of 
democracy V No! Britain’s task was to prove her (undoubted) 
ability to hold firmly to gold: to cut costs ruthlessly and root 
out ‘every extravagance’ in the budget, in order to conserve 
taxpayers’ resources for ‘productive purposes’. MacDonald 
had a chance ‘to show the world beyond a peradventure that 
whatever Budgetary disorder exists in the British household 

’ 1025, i, p. .^88, .iikI HiitikinK .Supplement, p. 4. 

^ 1931, iii, pp. 106-7, 
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will be firmly and effectively set straight’ . . . with 'the 
leaders of thought in every part, and every walk of life 
behind him’.* 

That peroration was the swan song of the old orthodoxy. 
When the gold standard collapsed a month later, The Econo¬ 
mist did indeed declare that Britain had ‘exchanged one 
crisis for another’; but it at once added that a return to gold 
would be foolish until international machinery had been 
greatly improved, and in any case would have tt) be at a 
lower parity.^ Six months later, when the spring tide of 
incoming foreign money tore sterling from its moorings, 
the paper, reversing its previous argument, promptly stressed 
the danger of undue appreciation and of an accumulation 
of ‘bad’ money. The remedy, it thought, was for the Bank 
to stop the rise by continued purchases of exchange and 
‘boldly deterrent’ reductions in Bank rate, with differentially 
low rates for foreign balances if necessary.’ ’I’hercafter 
The Economist became a firm advocate of ultra-cheap money. 
Though it recognized that that alone would not suffice to 
induce the necessary' expansion of private investment, it 
did not at first see the proper role oi budgetary policy; it 
approved the swingeing budget of 1932 because it might make 
a ‘genuine’ contribution to debt redemption. 

VI 

Monetary policy then left the centre of the stage, after a 
run almost unbroken since Wilson’s day. In 1934, however, 
came the first major change in format since 1845: the regular 
market reports relinquished their proud position and, with 
related editorial notes, departed ‘inside’ to form a self- 
contained ‘Money and Banking’ section with its own regular 
leader. This change, with its compulsion to produce a full- 
dress article each week, infused new life into the money 
features. These weekly articles were usually directed to¬ 
wards the detailed technique of the monetary system rather 
than towards underlying principles. But they did include 

' 193*. ‘i'l PP- 255, 299 , 339- 

* 193*. «», PP- 547 9- 


^ 1932 , i, p. 5f>o. 
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some major contributions in the technical spjiere.' Out¬ 
standing amonji; these were the first comprehensive computa¬ 
tion of ‘tap’ and ‘tender’ ’IVeasury hills by means of 13-week 
moving totals—a technique which is now standard form 
among all market commentators; some valuable analyses of 
the workings of the Exchange liqualisation Fund; and useful 
surveys of the discount and acceptance markets. 

On controversial issues, however—such as funding policy 
in relation to ‘thirty-per-cent.’ liquidity theory —The Econo¬ 
mist at this period still showed some tendency to sit on the 
fence. Perhaps the weekly leader was proving too much of a 
strain. .At all events in 1938 the next and last major change 
of make-up grouped the money section with the Stock 
Exchange and industry' in a main subdivision entitled ‘The 
Uusiness World’. 'Phis plan gave an elasticity which formerly 
was lacking; it became possible, when desirable, to break 
the inexorable sequence of weekly ‘money’ leaders. 

Perhaps inspiration came from the intriguing problems 
of ‘defence’ borrowing. The habit of solid technical analysis 
remained—witness the computations of the volume of 
commercial paper (based on bill-stamp returns); a novel 
analysis of the ‘syndicate’s’ 'Preasury bill turnover; and the 
quite recent articles on Empire balances and bank window- 
dressing.- Hut The Economist's money feature was recover¬ 
ing from the shattering of its traditional idols seven years 
earlier; and the framing of a fresh monetary policy went 
hand in hand with much hard thinking upon the problems 
of rearmament finance, upon full employment and inflation. 
Hy the eve of the war The Economist, almost alone among 
responsible organs of the British press, held clear and fully 
assimilated views on such questions, with its monetary 
policy in true perspective against the wider economic back¬ 
ground. 

It is upon that broad pre-war basis that 7 'he Economist has 
built its massive contribution to the theory and practice of 

• See especially 1034, >. P- S20; 1935, i, p. 855; 1936, i, p. 650; iv, 
pp. 68 9 : i937i P- 22- 

«93J<. P- <>89; ii, p. 366; iv, pp. 123, 663: 1942, iii, p. 337- 
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war economics and finance. There is no need to particularize 
about a contribution so recent and so well known. Nobody is 
likely quickly to forget, for example, the merciless debunking 
of the many spurious arguments—official and unofficial— 
upon the problem of ‘paying’ for the war. But, for all its 
forthrightness on this and similar issues, The Economist, with 
a discernment resembling that of Wilson in the Bank Charter 
controversy a century ago, has avoided the dangers of the 
opposite extreme. It believes that the job of ‘finance’ in 
war is to ensure that nothing is decided on financial grounds 
alone; yet it has never subscribed to the ‘money-doesn’t- 
matter’ school. A nice distinction, hut a fundamental one. 

‘In these times’, remarked The Economist of lyiy when 
faced with questionable devices to boost a new war loan, 
‘nobody is inclined to be critical.’ I hat was very true, and 
the painful consequences, in terms of inflation and chaotic 
finance, are notorious. In this war the incomparably sounder 
financial policy is certainly due in part to The Economist's 
understanding that fearless criticism is at times a public duty. 
The community’s war debt to The Economist is larger than 
it will ever know: yet, to judge from recent articles on the 
proper role of monetary' policy, its post-war debt may be 
larger still. 



TIIK STOCK KXCIIAN(;E 

By HARGREAVES PARKINSON 

I 

T IIK century of The Economist was nearly contem¬ 
poraneous with the century of the Forsytes, and the two 
clearly had much in common. It was wholly appropriate, 
therefore, that the very Hrst Stock Exchange report which 
ever appeared in The Economist should begin with these 
words: 

Consols are nominally a trifle higher, being 95 to 95J, having 
left ofl’ yesterday at 944 to 95. 

(iuite apart from its content, the fact that this report 
appeared at all was a tribute to the devotion to duty of 
Stock Exchange members and the celerity with which 
editorial staffs and printers worked one hundred years ago. 
'The words appeared under the date line: ‘Stock Exchange 
12 o’clock’ of Saturday, September 2, 1843—the day on 
which No. I, Volume i, of The Economist was issued. 

The Economist's initial list of Stock Exchange price quota¬ 
tions merits reproduction in extenso: 


Prices Current, Sept, i, 184 ^ 


Fngliih Funds 

Priits 
this day 

Foreign Funds 

Prices 
this day 

Hank Stock for Account 

iSiJ 

Belgium Bonds 


India SttH'k 

2C»n5 

Bra/ilian Bonds 

74 

3 per cent. Red. 

1 

Chilian Bonds. 6 per cent. 


3 per cent. C’onaols Monev 


('olumbian lionds, 6 per cent. 


3j |>er cent. Annuity, i8iH 


1824 

loii-i 

jl |>er cent. Red. 

loii-l 

Dutch 5 per cent. 

N’ew 3I per cent. Annuity 

loif 1 

Ditto 2i per cent. Exchange 

$ 2 i l 

Bank Ixing Annuitiea 


12 Ouil. 

New Annuities Jan. and July 

fig* 67 

Mexican Bonds 1S37 5 per cent. 

3hi37 

India Bonds, t per cent. 

Beruvian Bonds, 0 tier cent. 


Mxchequer BilU 

ho sH 

Portuguese 5 percent. Converted 48J 

3 per cent. Consola for Acet. 

\ 

Ditto 3 per cent. Ditto 

Russian ikmds, 1822 5 percent. 

«» 

Omnium 



Spanish Honda $ per cent i8Jti 


1822 


iQl 

Ditto 

Deferred 


Ditto 

Passive 

26 


Note: The hicroijlyphic ,, signihed. not ‘ditto' hut ‘no quotation*. 
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This table seems significant both for its matter and its 
brevity. It throws a good deal of light on the direction of 
Stock Exchange interest in financial affairs in 1843 and, 
indirectly, on the limitations of The /u'ono/w/j/’s contemporary 
interest in Stock Exchange affairs. 'I’he list has twelve 
entries (plus ‘Omnium’, unquoted) under ‘English Funds’ 
and fourteen under ‘Foreign Funds’. Of the latter, nine 
are the bonds of European countries—Belgium, Holland, 
Portugal, Spain, and Russia, and five of South American 
republics—Brazil, Chile, ‘Columbia’, Mexico, and Peru, with 
Argentina a notable absentee. Britain, in 1843, had already 
made a modest beginning as an exporter of capital. 

But where, in this list, are the stocks of home enterprises 
—banks, insurance offices, gas and water companies, and, 
above all, railways? It must be confessed that the founders 
of The Economist conceived it no part of their duty, at the 
outset, to provide readers with detailed information of the 
Stock E.xchange’s wares and work. 'I'he ‘Preliminary Number 
and Prospectus’, certainly, had declared that each issue 
would contain 

. . . Seventh, Commercial, ... an account of the Money Market 
and of the progress of Railways and Public Companies. 

The first numlier redeemed the former, but not the latter, 
of these promises. It recorded that 

the notice just issued by the Bank of England, with the settled 
appearance of the weather, lead to the conclusion that the j>resent 
abundance of money will continue. 

But no reference whatever was made in the early numbers 
of The Economist to the progress of railways and public 
companies. 'I’here was a weekly ‘Postscript’ from the Hou.se, 
terse but prompt. ‘Shares’ were first mentioned on Septem¬ 
ber 9, 1843, merely to record that there was ‘very little 
doing’ in them! The Stock Exchange disappeared from the 
‘Postscript’, however, after the third issue. 

The truth seems to have been that, in its earliest days. 
The Economist was frankly a propagandist organ in the Anti- 
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Corn Law campaign—a good cause but one in whose success 
the Stock lixchange and investment generally were regarded 
as having no special part to play. 'I’he paper had not, in 
fact, defined its attitude towards the treatment of news at 
all clearly when its earliest numbers appeared. Its leading 
articles were, as a journalist would say, ‘non-topical’. The 
‘reporting side’, at the outset, concerned itself mainly with 
the progress of the political campaign and, for the rest, with 
the affairs of the Court—and the Courts. A paragraph on the 
movements of the Queen followed—not inappropriately 
perhaps —The Economist's first reference to the movements 
of Consols. 

(jiven the time, and the aims of The Economist's founder, 
it was perhaps inevitable that its earliest numbers should 
tend to stress the adjective in Political Kconomy. But the 
mind of James Wilson, ‘'I'he Servant of .\ir, was nothing if 
not broad. 'Phrough the acutely reasoned polemics (with 
‘Dreadful Murders’ and ‘'rerrible I'ires’ as makeweights) of 
the first dozen or so issues runs a premonition of the increas¬ 
ing purpose the paper is destined to serv'e. Yet it was 
fortunate, in one way, that the best part of three years was to 
elapse before the triumph of the cause to which The Econo¬ 
mist had dedicated itself; for in that period the paper found 
its own feet editorially. 

Certainly its decision to provide a workmanlike Stock 
lixchange service comfortably antedated the issue of Febru¬ 
ary 28, 1846, which opened triumphantly with the figures of 
337 .‘\yes and 240 Noes in the division on the Ministerial 
motion on the Corn Bill. Students of the minutiae of 
investment may note that the first mention in The Economist 
of that unpopular market animal, the bear, occurs as early 
as the seventh issue, dated October 14, 1843. On that 
occasion, however, the bear was, in fact, one of the Green¬ 
land species, which had escaped from a menagerie and was 
ultimately caught after invading a tailor’s house. The bull 
makes his first incursion on February 24, 1844, and is of 
the authentic stock-market type. He is, in fact, a taker-up 
of shares in ‘the railway line through Cambridgeshire’ who 
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has paid on them and is free, when a further ^^3 call 
falls due, to go on or abandon his stake.* ‘I'his’, The Econo¬ 
mist declares, rightly but sternly, ‘gives great scope for mere 
speculation without any bona fide intention of ultimately 
taking shares, which feature will deter bona fide investors.’ 

For the present historian, however. The Economist of 
February 10, 1844, is a very considerable landmark. 'I'hat 
issue carried an editorial announcement of the decision to 
publish weekly ‘the most accurate statement of prices of 
Government Funds, Foreign Securities and Stocks and of 
the various descriptions of Joint Stock Companies in (Jreat 
Britain and Ireland, with the most recent information 
respecting the same, and in particular in respect of railways’. 
The promise was fulfilled in the following week by the 
inclusion in the ‘Prices Current’ section of tables of Stock 
Exchange quotations for ‘Government Stocks’ (31 securities, 
six days each week) and ‘Public Securities of United States 
of America’ (48 issues, mainly State bonds, but including a 
sprinkling of Bank shares and Railroad bonds, three weeks to 
a month behind the British ones). In addition the new 
tables included 5 ‘French Funds’, a dozen ‘Irish Stocks’, 
approximately 40 ‘Foreign Stocks’, and, significantly, 26 
‘Joint Stock Banks’ and 75 ‘Railways’. 

Here, in embryo, was the service which was to be main¬ 
tained without interruption, week after week, for nearly one 
hundred years—to be e.xact, until the paper restrictions of 
the second World War compelled The Economist, in the early 
1940’s, to fall back on fortnightly publication of its Stock 
Exchange price lists. The scope of the tables, naturally, 
was considerably extended in course of time. 'Pwenty 
years after the feature’s first appearance, for example, the 
238 stocks of February 1844 had been raised to approximately 
850, including groups like ‘Insurance Companies’, ‘Colonial 
Government Securities’, ‘American Stocks’, and ‘Mines’. 
Further, the ‘Prices Current’ of February 17, 1844, was 

’ I'his bull had a heraldic, antlered appearance, 'but his conduct l)e« 
trayed his species; a true sta^ would not have hung on for a profit, but 
have disposed of the stock instanter on allotment’. 
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undoubtedly the germ of a Stock Exchange intelligence 
service which was to become too big to be contained between 
The Economist'?, own covers and was ultimately embodied in 
a wholly separate publication, The Investors' Monthly Manual 
—the only subsidiary journal which The Economist ever 
fathered in the whole of its history. 

Readers in the 1840’s, however, had not long to wait for 
an even more striking new departure. 'I'he main develop¬ 
ments in the evolution of 7 y/e/:VoMowK/’sjournalistic relations 
with the Stock Exchanges were immediately associated with 
historic market ‘booms’, 1845 was, among other things, the 
year of the railway mania. 'I'his movement, it must be 
admitted, took The Economist by surprise. Two years 
earlier the paper, after estimating the total capital expenditure 
on railways in Britain and Ireland at nearly ^^70 millions, had 
pointed out that the new railways for which parliamentary 
authorization was being asked were mostly small extensions 
of existing lines. ‘Most of the great lines in England’, it 
concluded, ‘are already executed.’ 

'riie words had hardly been written before the Home Rail¬ 
way market had Hared up into the wildest speculative move¬ 
ment the Stock lixchange has ever witnessed, and Parliament 
was being inundated with Bills for new railway projects. 
The Economist's attitude—by implication rather than direct 
statement—was distrustful and cautionarv’. But readers were 
demanding all the information about railways and railway 
stocks that human ingenuity and research could provide, 
and the paper set out to meet the demand in its own way. 

'I’he ‘Railway Monitor’, whose posthumous appearance on 
the title-page of every volume of The Economist, until very 
recently, has aroused the interest and curiosity of readers 
of this generation, was ‘a new department’, which first 
appeared in the issue of October 4, 1845. It ran to nine 
pages and, by the standards of its own or any other time, 
was a magnificent achievement. It had five leading articles, 
packed with statistical information and constructive comment, 
on the history of railways, their capital requirements and 
liabilities, their effect on the money market and their ‘power 
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. . . to increase wealth’. 'I’hcre were ai wliole pages of 
prices, covering 350 stocks for si.v days every week, not only 
in London but also in Liverpool, Manchester, and Leeds— 
where share dealings were particularly active. Railway 
traffic returns here made their first appearance, and the 
news side was well covered. 

Altogether, amid the mass of ephemeral literature to which 
the railway boom gave birth, the ‘Railway Monitor’ stands 
as a monument of what The Economist, with its scholarship 
and sagacity, could do for its readers, in but one of many 
different fields. Yet the ‘Monitor’, alas! itself proved 
ephemeral in one scn.se. Its creators, in the first memorable 
issue, were over generous. 'Fhey took too much tow on 
their distatf, and left themselves too little for subsequent 
numbers. 'I'he ‘Railway Monitor’ rapidly dwindled to a 
brief ‘Epitome of Railway News’, a market report, and a 
truncated list of share prices. Its publication had hardly 
begun when the boom collapsed—the title of the single 
leader of the fourth issue of the ‘Monitor’, on October 
25, 1845, was ‘The Crisis in the Share .Market’. 

A gallant effort was made to shore up the ‘Monitor’ 
by incorporating with it the ‘Bankers’ (Jazette’—which 
gave The Economist the nearest approach to a ‘City Section’ 
that it was to have for more than eighty years. But even this 
desperate expedient was powerless against the market, 
which was then in a state of panic, and it was not persisted in. 
The ‘Monitor’ was left as the ghost of its first self, and The 
Economist turned its energies to the winning of final victory, 
in 1846, against the Corn Laws. For the next twenty years 
the paper’s main preoccupation was with commodities 
rather than shares. 

The ‘Railway Monitor’, nevertheless, kept a remarkably 
tenacious grip on life. Indeed, its refusal completely to pa.ss, 
and be seen no more, has invested it with an aura of biblio¬ 
graphical mystery, and it may be well to put the true facts 
beyond dispute. In its reduced form it remained an integral 
part of The Eemomist, the last feature in each number for 
twenty-five years—until October 29, 1870, in fact. From 
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November 5, 1870, onwards it ceased to appear as the 
‘Monitor’, but for some unexplained reason it remained as a 
separately indexed section, a head without a body, in the 
Contents List of every issue of The Economist, until Decem¬ 
ber 8, 1888. Kven then, its memory was preserved on the 
title-page of each ne\v volume under this device: 

C()e (Cconomitit 

WEEKLY COMMERCIAL TIMES 
^(inhrrs’ anb iKaillDap itionttor 

A POLITICAL, LITERARY AND GENERAL NEWSPAPER 

'I'hc date of the final demise of the ‘Monitor’ can thus be 
positively stated. It was January 6, 1934, when the Index 
to \'olume CXVII, from July to December 1933, was pub¬ 
lished. 


II 

It is time, however, to return to the nineteenth centur^^ 
when, in the sixties, another boom brought The Investors' 
Monthly Manual to birth. 'I’he Companies Act of 1862 was 
an effective publicity agent for the principle of limited 
liability. 'I’he ‘disorder’ which culminated in the crisis 
associated with the Overend-Curney failure in 1866 brought 
the usual increase in Stock lixchange activity while it 
lasted. By the publication of tbc Manual, like that of the 
‘Monitor’, nineteen years earlier. The Economist charac¬ 
teristically responded to reader demand, not by fanning the 
speculative flames but by providing new information on 
which reasonable men could base a well-informed judgment. 
'I’he first number, ‘distributed gratuitously’ with The Econo¬ 
mist of October 15, 1S64, was accompanied by an intimation 
that succeeding numbers would be sold, at (></., ‘to such 
subscribers to The Economist as do not intimate their wish 
not to receive it’. (In passing, it may be pointed out that 
The Economist thus anticipated by nearly seventy years the 
procedure adopted by His Majesty’s 'IVeasury on the 
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conversion of £2,000 millions of War Loan in 1932, when all 
holders who failed to ‘intimate their wish’ to the contrary 
were deemed to have converted their stock.) 

The Manual had a happier fate than the ‘Monitor’; for it 
ran as a separate publication for nearly 66 years, till June 
1930, and some of The Economist's best work on the Stock 
Exchange side appeared in its pages. The first number w'as 
a species of Stock Exchange List with a good deal of ‘Burdett’ 
thrown in, produced at a time when investors had great 
difficulty in getting ready and reliable information on ele- 
mentaiy' matters like the income they would obtain by 
buying a security, the extent of the market in it, and the 
range of its price fluctuations. It covered approximately 
i,b(x> stocks and cost The Economist a great deal of trouble. 
Inquiries were made for information from ‘public offices. 
Consulates, great mercantile houses connected with foreign 
governments and many other competent persons’. Even so, 
the Manual's compilers were unable completely to realize 
their ambition of including ever\’ security dealt in on the 
London and provincial Stock Exchanges. 

It is an interesting sidelight on the rudimentary' conditions 
of the time, where Stock Exchange ‘intelligence’ was con¬ 
cerned, that figures of quoted amounts of each stock proved 
by far the most difficult of all to obtain. Here, in numerous 
instances. The Economist had to confess failure in ascertaining 
‘exactly what brokers and investors are most at a loss to know’. 
But the Age of the Public Company was beginning, and the 
value of The Economist's pioneering effort can best be 
appreciated in terms of the vast amount of statistical matter 
which investors find indispensable to-day. 

The Manual, once launched, rapidly developed from a 
statistical compendium into an instrument for bringing the 
world to the Stock Exchange and the Stock Exchange to 
the world. Its purely informative side was rapidly extended 
by the inclusion of company reports, new issue particulars, 
and much else. From 1879 the yield of every dividend¬ 
paying security was given ;it the latest market price of every 
month, at first on a crude basis, then, from 1883, after 
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allowance had been made for redemption where, necessary, 
'rhat in itself was a Herculean task which none of the 
Manual's devoted servants w'ho, in the days before calculat¬ 
ing machines, scarcely slept at all in the hectic interval 
between the end of each month and the appearance of each 
new number, were ever likely to under-estimate. 

Perhaps the most valuable of all the Manual's functions, 
however, was the opportunity it provided, from its early 
years onwards, for a comprehensive monthly stock-taking 
of investment affairs, interpreted in the light of everything 
that was going on in the world outside. 'Fhe Stock Exchange, 
in the Manual's pages, stood out for what it is and has 
always been—the mirror of economic affairs, the point of 
intersection of every national and international tendency. 
Nothing which interested the investor escaped the Manual's 
compilers—from the epidemic of foreign bond defaults of 
the middle 1870’s, the Baring crisis in 1890, the Australian 
banking failures of 1893, the South .African War, and the 
1907 crisis in .America, down to the enlargement of the 
accommodation of the ‘House’ in 1S84, the effect on gas 
shares of ‘electric light trials and discoveries’ seven years 
earlier, the ‘development of gold and diamond mining in 
South .Africa, with the marketing of large quantities of 
shares in England’ in the late eighties, and what the paper 
(with an unkindness which it lived to expiate) described as 
‘the virtual collapse of the vicious system of trust company 
finance’ in 1893. 

'Phrough all this time the scope of Stock Exchange business 
was increasing at a phenomenal pace. New capital issues in 
Imgland, as computed by The Economist (apart altogether 
from issues in foreign centres to which English investors 
largely subscribed) aggregated £,^00 millions in the ten years 
to 1875, ^650 millions in the following ten years, and j^975 
millions in the decade to 1895. Between 1850 and 1885 the 
paid-up capital of British railways rose from ,£240 millions 
to ;^8i6 millions, their length of line from (>,621 miles to 
19,169 miles, and their gross traffic from ^^13 millions to 
/[70 millions. 
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For the historian of this Golden Age of British invest¬ 
ment (that seemed so broken, disturbed, and anxious, to its 
contemporaries) The Investors' Monthly Manual, the alter 
ego of The Economist, is the prime—and for much of it, the 

only—convenient and reliable source of material. 'I'hc 
¥ 

results of much of The Economist's research in the Stock 
Exchange field went into it—sometimes literally; for in later 
years particularly, some of its most thoughtful articles had 
their premiere in The Economist. 'I'he time came, ultimately, 
when parent and subsidiary merged again. By the end of 
the 1920’s the task of providing a comprehensive statistical 
ser\'ice for the investor had become so big that no single 
journal could cope with it. And many other authorities, 
including the Stock Exchange itself, had laid themselves out 
to meet the investor’s needs in that respect. And The 
Economist, for its own part, had decided on the third of its 
major historic innovations in editorial treatment of Stock 
Exchange matters, which was nothing less than the creation, 
in its own pages, of a distinct Stock Exchange section, with a 
somewhat novel approach to the problems it dealt with but 
designed, essentially, not for a separate and specialized class 
of reader but for its reading public as a whole. 

The Manual's own epitaph may fittingly be quoted: 

If imitation he the sinccrest form of flattery, then we may 
expect that this paper, which has been a pioneer in its own field, 
will be accorded a little niche of honour in the history of financial 
journalism. 


Ill 

In The Economist of July 7, 1928, appeared for the first 
time a section headed ‘'I’he Stock lixchangc’, tout court. It 
was a self-contained division, complete with its own leading 
article, investment notes,- market news summary, and 
statistical appendix. In fact, it was a ‘Railway Monitor’ with 
a difference; for its scope was the entire field of investment, 
and its approach to the investor was more intimate and 
personal than that of either the ‘Monitor’ or the Manual. 

The latter, in particular, despite its immense and fruitful 
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labours in putting on record available facts bearing on the 
position of some thousands of Stock Exchange securities, had 
consistently reserved its editorial interest for investment 
rather than investments. It frequently analysed the achieve¬ 
ments and prospects of groups of securities, and expressed 
its views on them, as a class, always shrewdly and some¬ 
times forcibly. But in its early days it had regularly printed 
a note at the beginning of each issue: ‘It is quite out of our 
power to reply personally to Correspondents asking for 
information or opinions as to the merits of particular 
investments.’ 'I'hat policy it maintained, in the letter and 
the spirit, to its last number, and an identical rule was 
followed by The Economist itself. 

When The Economist'?, Stock Exchange section was created 
in 1928, however, it was evident that the service of the in¬ 
vestor called for modification of this attitude of superb but 
somewhat Olympian isolation from the markets’ throng and 
press. Yet the dangers of the opposite extreme were clear 
enough. 'I'hough the Stock Exchange boom of the late 
1920’s could not be compared, either in its speculative 
fervour or in its consequences, with the railway boom of the 
1840’s, the ‘limited liability’ boom of the sixties, or even 
the Kaffir boom of the nineties, it was exciting enough to 
contemporaries. Before it ended, the process of ‘recommend¬ 
ing’ individual stocks and shares, by which, in certain other 
places, investors were encouraged to enlist in the non¬ 
commissioned ranks of the speculative profit-seeking army, 
had become scarcely distinguishable, in some instances, 
from the selection of successful runners in the Turf columns. 
No journal with a reputation at stake, built up over more 
than eighty years, could wish to compete in such a market. 

Yet the arguments for a middle way between the two 
extremes were irresistible. In the first place, the identity of 
the inve.stor himself had changed greatly. Early in 1874 
The Investors' Manual had correctly ascribed a bout of 
Stock I'Nchangc .stagnation to the ‘distraction of the attention 
of the monied class on the Stock ICxchange’ by the excite¬ 
ment of an election which had displaced ^Ir. Gladstone by 

4827 K 
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Mr. Disraeli. But the investor of 1928 would not, in many 
instances, have regarded himself by any stretch of the 
imagination as a member of ‘the monied class’. 

In the interim, investment had been extended and de¬ 
mocratized. I'here was scarcely one reader, or potential 
reader, of The Economist who did not hold at least a few 
thousand pounds of stock or a few hundred company shares. 
There could be no break in the continuity of the interest of 
such readers, between the ‘general’ and the ‘Stock Kxchange’ 
sections of the paper. And it was not unnatural that they 
should look for positive guidance in their more detailed 
investment problems to a source whose authority on wider 
matters they already acknowledged. 

Side by side with this ‘popular’ type of investor there had 
grown up a more specialized but immensely influential 
‘corporate’ type, exemplified by great financial institutions 
like the banks, insurance companies, and investment trusts. 
With them investment had been raised to the status of a 
separate profession. 'I’he disposition of very considerable 
sums of other people’s money was their raison d'etre. Success 
in their task demanded something better than the em¬ 
piricism which, in the last resort, had frequently governed 
the choice of individual investments. It was said of the 
largest of these institutional investors that they invested a 
million in an afternoon. When the purchase of a single 
stock or share might involve, at the least, the investment of 
many thousands of pounds, by institutions standing in a 
fiduciary relationship to their own shareholders, deposit 
holders, or policy holders, there were many obvious reasons 
why those on whom the respon.sibility fell should look before 
leaping, and be grateful for advice, de maximis et minimis^ 
where they could find it. 

'I’he object of The Economist's new departure was simul¬ 
taneously to satisfy both these kinds of reader demand—a 
task which, it was recognized, was likely to be anything but 
easy. 'J’o accomplish it, a technique was adopted similar in 
all essentials to that practised by the paper in other branches 
of its wide fiekl. ‘Contacts’ with the Stock Exchange and 
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with investors were multiplied. The rich and growing 
storehouse of information about industry, Government, 
commerce, and consumption was drawn upon for relevant 
data from which modern methods of analytical research 
might draw conclusions on the lines of greatest probability, 
whether the subject of inquiry^ were the investment per¬ 
formance and prospects of an entire trade or of a single 
company within it. 

Undoubtedly, The Economist, in fulfilling its self-appointed 
task, was helped by the fact that investments as well as 
investors had changed. 'I'he continuous growth in the size 
of the representative industrial concern, with the develop¬ 
ment of large-scale industry, had brought into the Stock 
Exchange List a type of share which epitomized the fortunes 
of an entire industry. The vast majority of concerns whose 
securities were ‘market leaders’ then—as now—were ‘holding 
companies’, exercising control of a network of subsidiary 
concerns through share ownership, interlocking directorates, 
and the like. 'I'o an investor contemplating the purchase 
of a share in any one of these ramified capitalist empires, 
Doctor Johns(in’s famous dictum took t)n a new meaning. 
It is true of every equity share that its owner buys, not a 
parcel of vats and boilers, but the possibility of wealth 
beyond the dreams of avarice. But there arc few large modern 
holding companies whose accounts afford their proprietors a 
useful working idea of the nature, extent, and profit-earning 
power even of the vats and boilers they control. 

One way in which The Economist's new model Stock 
Exchange section departed from the rule against expression 
of opinion on individual shares was by making a long series 
of analyses of the framework and organization of virtually 
all the giant holding concerns which flourished in the third 
and fourth decades of the twentieth century. The prelimi¬ 
nary work had something of a llolmcsian character, as the 
inquirer made his way from clue to clue, from subsidiary to 
sub-subsidiary and sub-sub-subsidiary, to produce a final 
diagram, adorned with a multittide of squares, circles, 
arrows, and percentage figures, by comparison with which 



132 THE STOCK EXCHANGE 

the genealogical table of the English kings and queens since 
Alfred seemed simplicity itself. The results, however, were 
undoubtedly appreciated by investors and the market 
generally—the more so because The Economist usually found 
itself able to supplement the factual results of its analysis 
by an opinion of each company’s position and prospects in 
the light of all available information. 

The Stock Exchange section of The Economist (which 
took the caption ‘Investment’ when the paper came out in 
wholly modem dress and was first printed on the rotar>', 
on January i, 1938) appeared regularly, as an established 
feature, right up to the present year, though it inevitably 
underwent a certain slimming process during the second 
Great War. It may claim at least putative parenthood 
of other special ‘sections’ of the paper, like those dealing 
with ‘Finance and Banking’ and ‘Industrv- and 'I'rade’, 
and undoubted paternity of certain special studies of 
Unit Trust finance and industrial profits, among others, 
which have shown, at least, how great a wealth of material 
the Stock Exchange and its related institutions provide 
to-day for those who desire a sound understanding of their 
affairs. I'he rest belongs to the stor\^ of The Economist's 
second hundred years. 


IV 

Is it possible, in a few words, to summarize 'The Econo¬ 
mist's special contribution, in its first hundred years, to 
the life and work of the Stock Exchange—meaning all the 
stock exchanges in the United Kingdom? Perhaps the 
shortest answer is to say that, in many respects, 'The Econo¬ 
mist was the Stock Exchange’s antithesis. 'Phe markets are 
mercurial, The Economist was as firm and unshaken, in good 
times and ill, as the Rock of Gibraltar. 'Fhe Stock Exchange, 
mirroring the propensities of its clients, tends often to take 
the short view, because jobbers are concerned with the 
state of their books, not in a year or ten years’ time, but 
to-morrow or next week. The Economist on every question 
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took the long view; for that was The Economist's ‘book’. 
When the market’s approach was narrow and one-sided, 
The Economist's was wide and balanced. While the market 
was occupied with the ne.xt dividend of the X.Y.Z. Iron 
Company, The Economist was concerned with the state of 
the iron and steel trade and its probable repercussions on 
national prosperity. At moments when investors were 
painfully preoccupied with the one in the many, The 
Economist remained steadfastly insistent on the many in 
the one. 

i\s all who live in, on, or about the markets know, the 
Stock Exchange is perhaps the most striking of national 
texts for a discourse on the mutability of human fortune. 
'I'he losses suffered by investors in bubble companies during 
recurring booms, despite the intense but intermittent 
publicity they receive, are but the least part of the disturbing 
conseejuences of the wide fluctuations in activity and prices 
which Stock I*!xchange historians have been recording since 
organized markets began. Within a single eight- to ten-year 
trade cycle the prices of sound and seasoned industrial 
shares may be doubled—and then halved. Within a single 
generation the price of Consols has stood below 44 and 
over 94. 'I’he economic historian, looking back over the 
last hundred years, sees something like a fourfold increase 
in real standards of living in terms of a more or less steadily 
ascending long-term trend line on the national chart; the 
Stock Exchange historian is preoccupied with the amplitude 
of the deviations above and below the trend. 

In the last resort, of course, Stock Exchange booms and 
slumps arc a function of the trade cycle. But the share 
markets reproduce cyclical movements in an exaggerated 
way, partly because they are the ‘freest’ of all markets, 
where fluctuating human emotions have fullest scope, but 
mainly because share prices are ‘geared up’ to travel, in their 
revolutions, through a circle whose diameter may be twice 
or thrice as great as that of national prosperity itself. In¬ 
dustrial profits are the resultant of changes in two great 
magnitudes—receipts and expenditure—whose movements, 
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in the short term, are unequal. Profits for ordinary share¬ 
holders are the residuum after deduction of fixed charges, 
whose proportionate burden is hea\iest when total profits 
are lowest. Dividends reflect the changing application of 
directorial policy to the residuum, and Stock Exchange 
prices register the changing appeal which a given dividend, 
and the prospect of its being raised or lowered, make to 
investors in diflferent phases of the trade cycle. 

In such a setting the role of a journal with The Kconomist's 
traditions and purpose must ever be to smooth out fluctua¬ 
tions and round otf extremes. It must frequently act 
against the market, urging caution when prices are rising 
fast, and insisting on the inevitability of recovery when the 
market believes that clouds will never break. The Econo¬ 
mist'^ pages abound in instances where this duty was done 
bravely and wisely. .At an early stage of the railway boom 
of the 1840’s the paper sought ‘earnestly to dissuade parties 
from bringing fonvard any new schemes’ of railway con¬ 
struction. On October iS, 1845, when the market was in a 
state of complete panic. The Economist insisted that holders 
should sharply differentiate the finished and dividend¬ 
paying lines from those which were only projected. On 
November 22 it followed this up by the definite recommend¬ 
ation that 

if a railway be really a good and safe undertaking, either complete 
or in progress, having no liabilities attached to it which are likely 
to implicate it with the losses of the other lines, then we believe 
those whose objects are really permanent steady investment will 
act most prudently not to change their position at this time. 

Twenty-one years later, in the panic of 1866, The Econo¬ 
mist strongly defended the institution of limited liability 
against the charge of having brought on the collapse, in a 
passage which summed up, for all time, the causation of 
Stock Exchange excesses. 

Limited liability by itself is chargeable with but little of the mis¬ 
chief that has happened. The Companies Act of 1862 chanced to 
come into operation at a tinic when all the elements of a career of 
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extravagance and folly were collected and it became the accidental 
pretext for the particular form in which the disorder manifested 
itself. Nine-tenths, probably, of the limited companies of 1862-5 
have failed, not because they w’ere limited, but because they were 
frauds, absurdities, or mistakes. Instances sufficient will remain, 
in spite of all the devastation, to prove that in competent hands, 
and with honest intentions, limited liability is compatible with 
real mercantile success. 

The paper, naturally, was always against any attempt to 
limit the freedom of market dealings under the guise of 
‘curbing speculation’. Possibly the views of its early days 
may sound almost aggressively forthright in modern ears. In 
the height of the railway boom. The Economist on Septem¬ 
ber 27, 1845, after pointing out that 

any attempt to put down the present excitement and speculation 
by closing one channel would only have the effect of diverting it 
into other and perhaps more dangerous ones, 

and declaring that if an injunction were placed on railways 
the chances were that speculation would appear in foreign 
and colonial produce, went on to lay down that 

if mania or speculation, or by whatever other name it be termed, 
must be at all, we know no theatre where it can be carried on with 
less mischief to the public in general than on the Stock Exchange. 

The Economist, nevertheless, reserved a righteous anger 
for instances of market manipulation. Even in days when 
editors were, possibly, less preoccupied with the law of 
libel than they are to-day, the paper must have had some 
anxious moments after its denunciation, on February 8, 1845, 
of a particularly flagrant case of ‘informed buying’. 'Phe 
manager of a railway whose application for powers was 
before Parliament was a bull of its shares. He had a brother 
who was private secretary to the Secretary for the Home 
Department. ‘‘I'o the general surprise’, the company 
obtained Ciovernment sanction, though it had been late in 
complying w'ith certain formalities. On that occasion The 
Economist, after strongly denouncing the whole proceeding, 
apparently felt it had gone rather far in mentioning both 
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gentlemen by name; for in its next issue it explained that 
it had not been ‘implicating anyone in an act of impropriety’ 
but ‘affording evidence of the inconvenience of the system’. 

The Economist, indeed, in those pioneering times, was 
not free from human foibles, of which, curiously, a certain 
anti-feminism was one. The paper refused to believe that a 
woman had written Wuthering Heights (because its author 
clearly knew much that no woman ought to know), and 
found something extremely repugnant in feminine specula¬ 
tion on the Stock Exchange. 'I'he following philippic (.\ugust 
28, 1847) deserves quotation: 

In the settlement of this account, a larger quantity of stock was 
‘sold out’ under the hammer [incidentally, this was the first men¬ 
tion of ‘the hammer’ in The Economist\ from an inability to con¬ 
tinue it to the next account, than has been known for some time. 
During the day, a nimour prevailed, which was not without 
foundation, that a noble lady, who has long been known as a 
notorious speculator in railway shares, Consol-.scrip and other 
kinds of stock, was a defaulter in the settlement of the account.... 
VVe owe her ladyship no ill will, nor do we begrudge her the profits 
of her speculations, but we shall be glad for the sake of the reputa¬ 
tion of her class, sex and station as a married lady, if she is in 
future deterred from pursuits which arc unbecoming to her in all 
those capacities. Fortunately, this is a species of gambling from 
which English ladies and wives have hitherto refrained, and we 
shall be sorry to see the day when ... it is othenvi.se. 

Occasionally there was even a sliglvt touch of asperity in 
The Economist's attitude towards the House itself and its 
members, if it considered they were not living up to their 
responsibilities. When the firm of P. W. 'I’homas, Sons, and 
Co. were defaulters for £^00,000 in 1884, The Economist 
declared that ‘no more discreditable failure had been known 
on the Stock Exchange’. Four years later, when certain 
jobbers, in the early stages of the Kaffir boom, were under¬ 
taking direct dealings with outside operators, The Economist 
called the House sharply to order, enjoining strict enforce¬ 
ment of the rule requiring a broker as intermediary, 'unless 
the Stock Exchange authorities wish it to be understood that 
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their law may he disregarded when it suits the convenience 
of Members to do so’. 

h'or many years now the relations between The Economist 
and the Stock Kxchange have been of the happiest. The 
Stock Exchange authorities have found the paper, almost 
invariably, at one with them when measures for improving 
the efficiency of their services have been under consideration. 
The Economist, for its own part, has not disguised its admira¬ 
tion of the efforts of successive Committees for General 
Purposes to identify the interests of members with the wider 
public interest. In a sense The Economist has come closer to 
the Stock Exchange, as the Stock E.xchange has come closer 
to The Economist. Admittedly no paper which frequently 
stands in opposition to an established market trend, and 
cries ‘Back!’ when others are crying ‘Forward!’, can expect to 
be popular all the time - particularly if events prove it 
right. But it certainly cannot be said of The Economist to¬ 
day that, however wisely it may write about the Stock 
Exchange, it writes from outside. 

'Fhe aim of The Economist for a hundred years has been, 
in a word, to lend perspective to Stock Exchange affairs. It 
has endeavoured, in good faith and without respect for 
persons or parties, to put at the disposal of investors generally 
its knowledge and interpretative powers as applied to the 
whole complex of forces which meet on the floor of the 
House politics, foreign affairs, finance, industry', prices, 
wage levels, social changes, new legislative measures—and 
much else. 'Fo continue to be worthy of such a role, and 
ever to fit itself more adequately for the part, whatever 
changes the future may bring in the relations of the Stock 
Exchange and the nation as a whole, is an objective for the 
paper’s second hundred years, with which none would 
quarrel. 'Fo be well informed, to be diligent in sifting the 
true from the false, to be careful in judgment and, having 
reached the conclusion of any matter, to utter it clearly 
and fearlessly—these are no mean ambitions for any man or 
any newspaper. 
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By THE INDUSTRY AND TRADE EDITOR 

‘There is, perhaps, no science of greater importance to all other sciences 
than Statistics. Statistics arc a simple array of those facts and that cx* 
perience which can alone enable us to come to clear and certain conclusions 
on any subject. We may reason and speculate as much as we please as to 
the probable effects to result from certain causes, but even with the most 
perfect reasoning, and with the most extended personal observation, much 
uncertainty must prevail until actually tested by experience: in such 
cases Statistics supply a rule from the past, which otherwise futurity could 
only afford, and which, therefore, could be of no present use.* 

T his, the opening paragraph of the introduction to the 
first Statistical Supplement, published with The 
Economist on November 4, 1843, provides the clue to the 
paper’s approach to journalism and to its special contribution 
to knowledge. The technique of consistently bringing argu¬ 
ment and observation to the test of cold statistical fact, 
adopted by The Economist from the outset, was a departure, 
a milestone, in the history' of journalism both in (Jreat Britain 
and abroad. It was a new approach, or ‘angle’, as the modern 
journalist would say, perhaps less colourful than personal 
speculation and reasoning, but certainly more painstaking 
and more reliable. 

Ever since its beginning The Economist has made a habit 
of giving its readers not merely argument and conclusion but 
also the facts and figures, enabling them to reach their own 
conclusions. Moreover, its aim has been, not to choose the 
easy path of setting out, and drawing conclusions from, such 
statistical evidence as is readily available on any given subject, 
but to collect first all the facts considered relevant and, if 
some of them are lacking, to draw’ attention to the lacunae. 
This method of approach has made the editors of The 
Economist aware of how few and imperfect have been the 
statistical tools at their disposal, and it has driven them to 
fashion many new tools and improve on existing ones. In 
consequence. The Economist became a pioneer in statistics 
and in their use. 
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It is impossible to do justice to a hundred years’ work in a 
brief chapter. But by way of illustration, a few of the instru¬ 
ments for measuring economic change fashioned or perfected 
by The Economist, and some of its statistical records have been 
selected for brief comment; a few salient facts, indicative of 
a century of economic progress, are gathered at the end of 
this chapter. 


SOME OF THE STATESTICAL SERlFJi 

1. Wholesale Prices. One of the oldest and best known 
of the new statistical tools adopted by The Economist for 
measuring economic change is its index of wholesale prices. 
In his book The Making of Index Sambers. Professor Irving 
Fisher gives The Economist the credit for having published 
the first wholesale price index, not only in Great Ilritain, but 
in the world. 'Phis does not mean that prices at different 
dates had never before been compared by means of index 
numbers; but it does mean that The Economist was the first 
newspaper regularly to publish a price index, which still 
appears fortnightly, though not in its original form, in the 
section headed 'Records and Statistics’. In view of The 
Economist's outstanding contribution to the technique of 
measuring price movements, the origin and history of its 
price index may be briefly recalled. 

'I’he origin of the index can be traced to the widespread 
interest taken in the effect on the purchasing power of gold 
of the great discoveries of the metal in California in 1849 and 
in Australia two years later. Di.scussion among economists 
and statisticians grew into heated controversy which, in turn, 
stimulated attempts to measure changes in the general level 
of commodity prices. 

William Newmarch appears to have been the first in the 
field. In 1859, as editor of the Quarterly Journal of the 
Statistical Society, he published index numbers, based on 
January 1, 1851, showing the movements of the prices of 
twenty commodities from 1851 to 1859, without, however, 
calculating a combined index. Jevons took up the matter in 
1863 in an elaborate pamphlet entitled A Serious Fall in the 
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Valt4e of Gold Ascertained, and its Social Effects set forth. In 

his preface he said: 

With few exceptions, there have been only surmises and con¬ 
jectures on this highly important subject (the effect on prices of 
the gold discoveries). Even after the lapse of ten or twelve years, 
men who give their whole attention to public and monetary 
matters, or to questions of statistics and economy, remain in a 
state of doubt as to whether any depreciation of gokl is really 
taking place. 

He set himself the task of finding out the truth. In the main, 
Jevons relied for the calculation of his index numbers on the 
prices quoted each week in The Economist (he pointed out, 
incidentally, that in the earlier years ‘l.imerick and W'aterford 
butter were often confused together’). lie experimented with 
samples of 39 and 118 commodities, with the .simple arith¬ 
metic as well as the geometric method, favouring the latter, 
but he did not attempt to introduce any system of weighting. 
In each case he was able to establish a rise in prices in the 
fifties; between 1845-50 and i8()0- 2 the prices of the 39 
commodities rose by 16-2 per cent, and those of the larger 
sample by I0'25 per cent. 

Meanwhile Newmarch continued to calculate his index 
numbers of the prices of individual commodities and on 
February 20, 1864, they made their first appearance in The 
Economist, in the first issue of the annual (Jommercial History 
Supplement. Commenting on the indices, Newmarch, the 
author of the supplement, wrote: 

In the plan of these tables we have followed the methods laid 
down by the authors of the two last volumes of the ‘History of 
Prices’ (by Tookc and Newmarch), and lately adopted by Mr. 
Jevons in his able pamphlet ‘A Serious Fall in the \’aluc of Gold 
Ascertained’. 

From 1864 onwards Newmarch’s price indices were pub¬ 
lished regularly in The Economist'^ annual Commercial His¬ 
tory, but it was not until 1868 that the individual indices were 
combined, by the simple method of adding the index numbers 
for the 22 comrnodities, based on the years 1845 -50. In a 
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letter to The Economist on May 8, 1869, Jevons admitted that 
his own inquiry into price movements was ‘substantially of 
the same nature as that which was originated by Mr. 
Newmarch in the Statistical Journal for 1859’. Thus The 
Economist was not only the first newspaper to publish regularly 
a wholesale price index—that of Newmarch—but its price 
records also provided the data for Jevons’s calculations. 
It was twenty-two years after Newmarch’s price indices first 
appeared in The Economist that .Augustus Sauerbeck pub¬ 
lished his index in a paper read before the Statistical Society 
entitled ‘Prices of Commodities and the Precious Metals’. 
'Phe Sauerbeck index has since been published annually in 
i\\c Journal of the Royal .Statistical Society and, since 1914, 
also by The Statist. In the paper of 1886 Sauerbeck duly 
acknowledged his debt to the two pioneers. 

In constructing the talkie of prices I have on the whole been 
guided by the system adopted in the well known excellent re¬ 
searches of Mr. Newmarch and of Mr. Jevons. 

In contrast to the Sauerbeck index, which has been left 
virtually unchanged, the Newmarch index adopted by The 
Economist has been revised twice for the sake of improvement, 
in 1911 and in 1928. In 1911 the scope of the index was 
enlarged by the inclusion of additional commodities, its base 
was advanced from 1845 50 to 1901-5, and separate indices 
were calculated for groups of related commodities comprising 
the complete index. In 1928 the list of commodities was 
again revised and enlarged, the basis was changed from 
1901 5 to 1927 (it is also given on the basis of 1913), and the 
geometric average advocated by Jevons in 1863 was sub¬ 
stituted for the arithmetic average employed in the calculation 
of the first and second scries. 'Phe index remains unweighted. 

P'or a long time The Economist and the Sauerbeck indices 
were the only two in existence. It was not until 1903 that an 
official wholesale price index made its first appearance. .After 
the last war The Times and the Financial Times also began 
publishing price indices, using a technique similar to that 
applied by Newmarch and Jevons. 
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Within their limited scope, the original wholesale price in¬ 
dices were very useful. 'Fhey w ere based on a limited number 
of basic foods and raw materials, with a sprinkling of semi¬ 
manufactured goods, and all the subsequent indices, with the 
exception of the new weighted Board of 'I’rade index, are only 
variants of this method. In introducing its ‘Sensitive Price 
Index’ on October 26, 1940, The Economist had this to say: 

Unfortunately, however, they were, and still arc, frequently 
used as though they measured changes in the general price level— 
an interpretation to which their authors laid no claim. . . . The 
development of monetary science has run ahead of the compilation 
of index numbers of prices, which are its essential raw m.'iterial. 
The existing price indices are wholly inadequate for that study of 
changes in price relationships, and in their causation and con¬ 
sequences, which is essential if we are to succeed in reducing the 
violent and socially destructive swings between prosperity and 
depression. 

The Economist's work on an entirely new scheme of indices 
designed to fill the gap was interrupted by the war. 

2. The Terms of Oi’erseas Trade. One of the most impor¬ 
tant, if less well-known, economic yardsticks fashioned by 
The Economist at an early stage was its calculation of changes 
in what has come to be known as ‘the terms of trade’. Changes 
in the rate of exchange between imports and exports 
vitally affect the prosperity of Great Britain and, as is now 
well known, one of the most potent factors in the country-’s 
economic progress during the inter-war period was the fall 
in import prices in relation to export prices, that is, the 
increase in the volume of imported food and raw materials 
obtained per unit volume of exports. 

In view of The Economist's interest in overseas trade, it is 
hardly surprising that its curiosity was not satisfied by the 
published trade returns and that it should have attempted to 
ascertain how far changes in the value of imports and of 
exports were due to changes in prices and how far to changes 
in volume. I’he keen and analytical approach of The Economist 
is well illustrated in the first paragraph of the article intro¬ 
ducing the new,series, published on July 20, 1878. 
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There is often great difficulty in arriving at correct combina¬ 
tions as to the general progress of our foreign and colonial trade, 
from the circumstances that whilst the official returns show in 
detail the quantities and values of the several articles in which wc 
have dealt, and the total value of both imports and exports, they 
do not on the surface disclose how much of the difference is due 
to altered quantities, and how much to change of price. It is 
evident that there are two factors concerned in producing the 
same total—the extent of our purchases and sales from and to 
other countries, and the cost to us and them of the articles which 
have been transferred to and from our own. \ simple calculation 
will at once dksclosc whether the difference in value assigned to any 
specific article is occasioned by greater or less consumption or by 
the having had to pay more or less for it; but it often, nay, almost 
always, happens that both elements have to be considered, and 
when we have to bring together articles varying in denomination, 
in the price per unit, and in the proportion of one to the other, the 
stim total in pounds sterling fails altogether to present any accurate 
notion of the quantities of the g<MKls to which they relate. To 
ascertain this requires a somewhat elaborate and complicated 
process. 

Klaborate indeed, and complicated to boot; to calculate how 
far changes in the total value of imports and exports are due 
to changes in price and in volume it is necessary to recalculate 
the declared value of every single item in the official trade 
returns. Hut The Economist was not put off by the monumen¬ 
tal statistical operation involved. It was carried out regularly 
for many years after 1878 and was only discontinued some 
years after the Hoard of 'iVade had taken over the task of 
working out the figures; the Board of 'I'rade first published 
its own scries in 1909. 

3. (Uipitol Issues. Another senes of data which The 
Economist thought to be essential to the measurement of 
economic change was the size and direction of new invest¬ 
ment. Quite early in its career The Economist frequently 
commented on what it called ‘the promotion of joint-stock 
enterprise’, quoting such statistics as were then available, 
and on November 14, 1885, it introduced, as a regular 
feature, its well-known analysis of applications for capital in 
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Great Britain, by size, purpose, and destination. In so far as 
this series excluded privately arranged financing and invest¬ 
ment, it was not comprehensive. But, within its limits, it 
provided a valuable indication of activity in the capital 
market, especially as the method of recording was con¬ 
tinuously improved. For many years The Economist's analysis 
of capital issues was the only statistical record of its kind. 
The Midland Bank’s series, computed on a somewhat different 
basis, was not published until 1920. 

4. Industrial Profits. The Economist's quarterly analysis of 
industrial profits, which was begun in the issue of April 10, 
1909, is another example of the search for new and better 
instruments for measuring economic change. Statistics of 
company profits were described in the original article as 
‘perhaps the most direct test of home trade at present avail¬ 
able’. To begin with, the sample of companies from which 
the trend of profits was computed was comparatively small. 
But, like the other statistical series, the profit analysis was 
steadily improved by refinement of technique and extension 
of scope. Since 1936 the trend of profits has been shown, 
not merely by comparing actual results with tho.se of the 
previous year, but also by means of index numbers. Further 
improvements in the accuracy of the analysis were described 
in The Economist of May 21, 1942. 'Fhis series is still without 
competitor. 

In compiling the series The Economist has, from the start, 
been handicapped by the lack of information and by differing 
practices in the company accounts submitted to shareholders, 
which made it impossible to obtain an accurate picture of the 
extent and change in profits. For many years The Economist 
has pleaded for more informative accounts and for more 
uniformity in their compilation. Here arc a few comments 
from the article introducing the regular analysis of industrial 
profits (April 10, 1909), 

One of the chief difficulties - perhaps the chief difficulty in 
dealing with the results of joint-stock companies is that the reports 
are presented in such various shapes and the profits arrived at by 
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such different methods. . . . We always suspect that the annual 
report ‘like music half reveals and half conceals the truth within’. 

. . . 'fhe policy of secrecy ... is an unmitigated nuisance to the 
onlooker who wants to find some scheme or table capable of 
analysing many industrial reports. 

5. Shipping Freight Rates. In view of the violent move¬ 
ments in tramp-shipping freight rates and of the relation 
between freight rates and the volume of world trade, The 
Economist set out to devise its own yardstick designed to show 
their general trend. 'I'his was done by means of an inde.x based 
on freight rates on twenty-eight representative shipping routes. 
It was first published in the Monthly Supplement to The 
Economist of July 21, 1923, with annual figures back to 1898. 
'rhenceforward the index was published monthly until the 
outbreak of war, when many of the freight markets ceased to 
function. 

Here again 'The Economist was among the first in the field. 
The Chamber of Shipping began publishing its index in 
1921 and Lloyd's List in 1924. 

6. Insurance Shares. Curiously, perhaps. The Economist has 
never compiled its own index of the prices of securities on 
the Stock Ivxchanges. But in 1927 it began publishing an 
index of prices of shares in a rather specialized industry— 
insurance. 'I'he index was first published in the Insurance 
Supplement of July 16, 1927. It is ba.sed on the prices of 
ordinary shares of twenty-six leading companies and was cal¬ 
culated back to 1913. I'he index has become one of The 
Economist's regular features; it shows, for example, that 
^1,000 invested in 1913 in the ordinary shares of the twenty- 
six companies was worth jC 4»*9^ the end of 1938. 

7. Business Activity. For many years 'The Economist felt 
the lack in its statistical equipment of a satisfactory index of 
short-term variations in the volume of business activity. The 
calculation of a quarterly index of production by the London 
and Cambridge Kconomic Service - this was first published in 
1924 -represented a big step forward, but the new index was 
limited in scope, and, like the Board of Trade’s index intro¬ 
duced in 1928, appears some time after the period to which it 
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relates. The search for a ‘speedy and reliable measure of 
national production and commercial turnover . . . one of the 
most salient defects of our present economic organisation' 
led The Economist to experiment with a series of eighteen 
index numbers (based on 1924) showing changes in various 
fields of economic activity, monthly instead of quarterly. 
'I'hese figures were first published in the Trade Supplement 
of March 24, 1928. 'Fhe chief difficulty was that, for lack of 
basic figures, it was not possible to include all the data con¬ 
sidered essential to the construction of a satisfactory monthly 
index of business activitv. The series had to be chosen from 
the limited field of statistics which were then available at 
monthly inter\'als. 

These index numbers proved very' helpful in assessing the 
course of business activity; but as a collection of eighteen 
individual indices, while showing the direction of change, 
does not show its rate, an attempt was made -the experiment 
had already been made in the United States—to combine them 
into a single index, in spite of serious statistical difficulties 
and theoretical objections. The combined index, which has 
since become known as The Economist Index of Business 
Activity, was first published as an unweighted arithnretic 
average in The Economist of August 5,1933 and, subsequently, 
in a special supplement issued on (October 2tst of that 
year, as a weighted arithmetic average adjusted for seasonal 
variations and, where necessary', for changes in prices, with 
1924 as its base. Apart from the lack of adequate data, the 
main statistical difficulty was that of weighting the individual 
series. 'Fhe problem was solved empirically by allocating 
weights on a balance of four main considerations: the 
importance of the sphere of activity represented by the 
series; its excellence as a measure of general business 
activity; its degree of freedom from sudden and arbitrary 
movements; and its statistical accuracy. 

After further experimentation the index was revi.sed and 
published in the new form in the Trade Supplement of June, 
1935. The individual scries were improved and calculated 
as daily averages where possible; the geometric mean was 
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adopted in place of the arithmetic average (which was found 
unsatisfactory in that it tended automatically to increase—or 
decrease—the weight of those component series with a rising 
—or falling—tendency); and the seasonal coefficients, which 
had been based on a fixed period, were changed to a ‘moving’ 
basis consisting of a scries of years up to and including the 
year previous to that for which the indices are calculated. 

Further refinements were introduced a year later (they are 
described in the Trade Sup/)leinent of July, 193b), when the 
base of the index was changed from 1924 to 1935. As cal¬ 
culated before the war the index included the following 
items: 


Items Weight 

Cotton consumption . i 

Imports of raw materials . 2 

Kxports of British manu¬ 
factures ... 3 

Shipping movements . 2 

Metropolitan, country, and 
pro\incial hank clearings 4 

'Fown clearings . . i 

I'otal ... 42 

While The Economist Index of Business Activity, which was 
published each month in the Trade Supplement until the out¬ 
break of war, was never claimed to be an accurate measure 
of changes in production and trade, it has proved to be a 
valuable index of the direction and of the approximate rate 
of change. 


Items Weight 

Kmployment . . .10 

Coal consumption . . 4 

Electricity consumption . 2 

Merchandise on railways . 4 

'’Prucks in use . . 2 

Postal receipts . . 3 

Building activity . . 2 


Iron and steel consumption 


SOME STATISTK'AL RirORDS 

'Fhc statistical records of The Economist, as distinct from 
the special scries designed to measure various aspects of 
economic change, may be classified under three headings. 
First, there are the statistics on all aspects of economic life 
published regularly in The Economist as they become avail¬ 
able; secondly, there are the statistics and records published 
at regular intervals in supplements; thirdly, there arc the 
results of special inquiries, some of them published in The 
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Economist and some in the form of special supplements. In 
addition The Economist has adopted the practice, right from 
its beginning, of illustrating its articles and of clinching its 
arguments, wherever possible, by the appropriate statistics. 

1 . Regular Statistics. From the very beginning The 
Economist has adopted the policy of collecting and publishing 
as many statistics as possible on all aspects of economic life, 
not only in this country but also, though to a more limited 
extent, abroad. Thus The Economist of September 2, 1843, 
already contains an extensive sur\-ey of the commodity mar¬ 
kets, with statistics of imports, exports, and prices and a 
short list of bond prices. The number and variety of records 
grew steadily as new data became available on prices, pro¬ 
duction, trade, transport, finance, the Stock lilxchanges, un¬ 
employment, population, and so on. 'Fhc first number of 
1939, for example, contained, as regular features, eleven 
pages of statistics, including, among others, (jovernment 
revenue and expenditure, the Bank of Kngland returns, over¬ 
seas central bank returns, bank clearings, money and exchange 
rates, traffic receipts of British and foreign railways, prices 
and yields of Stock Exchange securities, analyses of company 
reports, dividend announcements, unemployment, coal and 
tinplate production, dealings in and prices of commodities. 
In sum, the weekly records of The Economist have long pro¬ 
vided a valuable source of information on economic move¬ 
ments. 

2. Regular Supplements. In addition to the records pub¬ 
lished in The Economist itself, important statistics and records 
have been collected regularly and published in the form of 
supplements. 

For example, there is the annual Commercial History Sup¬ 
plement which was first published with The Economist on 
February 20, 1864, during the editorship of Walter Bagehot. 
It was compiled by Newmarch and was very similar in form to 
the annual survey he had previously published in \\\c Journal 
of the Statistical Society. It consisted of ‘a careful digest of 
the leading brokers’ and merchants’ circulars in the different 
branches of trade, lists of new companies, returns of prices. 
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accounts of the Banks of England and France’. Like so many 
of The Economist's records, the introduction of the Commercial 
History was due to the desire to add to knowledge about 
economic change. This is clearly reflected in the following 
passage taken from the first number: 

It is desirable, however, that wc should have as specific a con¬ 
ception as possible of what we mean by the increase of trade and 
wealth- that we should endeavour to state in language of value 
and quantity how far the rate of increase ol one year or one period 
exceeds that of another. 

'I'he contents of the annual Commercial Historyhaye remained 
substantially unchanged, except for the addition of reports 
on overseas countries in 1922. 

'I’he Monthly Trade Supplement, at least in its second stage, 
was an attempt to provide a more frequent conspectus of the 
course of business. Originally -it was first published with 
The Economist of March 22, 1845 -it consisted of a full 
account of the monthly overseas trade returns. Some forty 
years later, on January 13, 1883, it took on something like its 
modern form. To quote from the introduction for a descrip¬ 
tion of purpose and content: 

It is intcndcil that each .Supplement shall contain a number of 
articles on our various industries, together with information on 
subjects of special interest to our manufacturers and traders. 
Careful digests will be made of the reports on the trade of foreign 
c<»untries, fiirnished by our C'onsuls, and similar summarit's given 
of the commercial and statistical reports which are regularly issued 
by several Foreign (Jovernnients. .Special attention will likewise 
be devoted to statistics of production and consumption, both at 
home and abroad, the Monthly Board of Trade Returns being 
given in their practical entirety. 

'I'he Monthly Trade Supplement was revised after the last 
war in 1923 to include some of the new statistical material 
which had become available, especially through the I.,eague 
of Nations, and since 1928 its main feature -apart from a 
careful survey of the State of'I'rade - has been The Economist's 
scries of indices of business activity. 
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Other regular statistical supplements introduced during 
the nineteenth century include the Ifatikini; Supplement (186i), 
the Budget Supplement (1863), the Investors' Monthly Manual 
(from 1864 to 1930). After the last war several more were 
added to the list, such as the annual Insurance Supplement 
(1923), the Unit Trust Surt'ey (1937), and the Building 
Societies Survey (1938). 

3. Special Records. These are so numerous and varied that 
it is only possible to mention a few examples. 'I'here are the 
supplements and articles resulting from special investigations 
into subjects of major importance, the analysis of trade 
treaties, the reports on important international conferences, 
on the economic position of Empire and foreign countries. 

One of the most outstanding of the special supplements is 
the very first—published on November 4, 1843—the opening 
lines of which have been chosen as a fitting head-piece to this 
chapter. Its contents are worth enumerating. 'Ehey include 
a detailed record of the population of the British Isles, by 
individual counties, from the year 1570, an analysis of the 
budget from 1792, of trade and shipping from 1820, in fact a 
good general summary of the major trends preceding the 
publication of The Economist. A further, if less ambitious, 
supplement was published on December 2nd, and another on 
January 6, 1844. It was intended that these supplements 
should be a regular feature, but the next monthly supplement 
(on trade and navigation) did not make its appearance until 
March 22, 1845. 

To jump forward, for comparison, to the last year of peace 
before the present war, no less than eight special supplements 
were published in 1938. 'I'he subjects covered by them 
included, Brazil, the Economic Outlook, the Long-'I'erm 
Budget Problem, Europe Beyond Germany, the L.M.S. 
Railway, the Anglo-American 'Prade Agreement, (iermany’s 
IVade Offensive, and a thirty-year record of British Indus¬ 
trial Profits—the only one of its kind. 

These special supplements have always been a feature of 
the paper, but they became more numerous in the years 
after the war of 1914-18. Many of the supplements of this 
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period dealt with international problems: Armaments (1929), 
the Credit Situation in Cermany (1931), the’Young Plan 
Advisory Committee and War Debts (1932), the World 
Monetary and Kconomic Conference (1933), Empire Trade 
before and after Ottawa, the Salter Report on China (1934), 
and Food Storage (by Sir Arthur Salter, 1937)—setting out 
prophetically (but unfortunately in vain) the advantages of 
accumulating large stocks against an emergency. Among 
special investigations not yet mentioned is that into British 
Overseas Investments (1930 and 1937) - continued annually, 
until the war, by Lord Kindersley (who had first published 
the results of his researches into this subject in 1929) in the 
Economic Journal. 


LOOKING .\nEAD 

The Economist has had a large share in the provision of 
yardsticks of economic change, and it has contributed sub¬ 
stantially to the progress in the technique of using them. 

'I'he need for more and better statistics is still verv’ great; 
if the excessive Huctuations in economic activity are to be 
reduced, and if activity is to be guided into the right channels, 
much more will need to be known about all aspects of the 
national income and its expenditure, of the state of produc¬ 
tion, trade and distribution, about costs and prices. 

.Although Government departments and industrial organ¬ 
izations have been converted to The Economist'& own view of 
the value of quantitative measures, its pioneering role need 
be no smaller in its second century than it was in the first. 
'Phe paper will still have a part to play—in drawing attention 
to lacunae, in commenting, comparing, and interpreting, and 
(perhaps most important of all) in printing the widest possible 
collection of figures. In this work the paper could have no 
higher aim than to live up to the record of its first hundred 
years. 
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BAGEHOT AND THE TRADE CYCLE 

By WALT W. ROSTOW 

I 

A PREROGATIVE of each generation is to rewrite 
histor)' in the light of its own experience and concerns. 
Economic history, as it arose in the last quarter of the nine¬ 
teenth century, reflected, primarily, a consciousness of the 
extraordinary rate of industrial advance that had obtained 
over the previous century; social history emerged from the 
same crusading spirit that produced the pre-1914 reforms in 
Britain, the muck-rakers and Thorstcin Veblen in the United 
States. 'I'he decade that preceded 1939, in which the 
problems of unemployment, with their overriding social 
repercussions, competed disastrously with international 
affairs for dominance in British and American political life, 
has caused some recasting of the conventional views of the 
period 1790-1914. 

In that long interxal business never ceased to ebb and flow 
in fairly regular rhythm. If one looks closely at the political 
and social events of the period, it is evident that their 
timing and even their character were significantly influenced 
by the trade cycle. It was a continuous framework within 
which the whole of modern western history has evolved. 

'I'o the contemporary economic historian, therefore, the 
unique position of The Economist in the lore of nineteenth- 
century England consists not only in the special information 
it contains, information often inaccessible elsewhere, but 
also in the fact that it surveys systematically, week by week, 
the changing aspects of a whole economy. Its interest, it 
is true, was heavily weighted towards the problems of the 
capital markets and foreign trade; but the flow of reports 
from agriculture and from the coal, iron, engineering, and 
textile industries was regular and progressively more detailed; 
and in them can be traced the changing forces which governed 
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the position in the various labour markets. All the relevant 
variables can be followed, in greater or lesser detail. 

It would have been inconsistent with the coherence The 
Economist brought to political and social affairs for these 
reports to have been left to languish, discretely, side by side. 
It was inevitable that the editors should draw from them some 
generalized view of the course of the economy as a whole, 
and some sense of the typical relations governing the inter¬ 
play of events in the various markets. Any journal com¬ 
mitted to the regular reporting of the events which concerned 
The Economist would become, perforce, a chronicle of the 
trade cycle. The Economist, however, was more than a 
chronicle. Out of its accumulated experience it developed a 
lively sense of the causation of events. Unlike the typical 
Lombard Street operator, or Midland industrialist, it was 
not freshly surprised and affronted by each succeeding 
cyclical crisis and depression. If The Economist was to make 
sense out of the changing scene week by week, if the journal 
was not to be an inchoate compendium of odd facts and 
statistics, an analytic framework was required. The Economist 
was forced, in a .sense, to tell its readers where they .stood 
at any moment, in relation to the trade cycle.' 

It would be surprising, therefore, if the nineteenth- 
century Economist did not generate for its own needs some 
kind of trade-cycle theor}’. It would be equally surprising, 
however, if that theory were to be, as a theory, cither highly 
explicit or highly abstract. 'I’hc good reporter even if he 
is a philosopher—must conceal the fact; and it would be a 
great philosopher indeed who could place the events of a 
complex economy into their ultimate analytic perspective as 
they developed, in their full detail. 

The trade-cycle theory that emerged in The Economist was 
thus pitched on an intermediate level of abstraction, close 

* Hiis, in effect, The Economist re^?ularly did, in the opening issue of 
each year, and later (from 1864) in the annual (Commercial History and 
Revietc, In its role as analyst, and thus prophet, 77 /e Economist maintained, 
however, a becoming humility: ‘VVe do not like to he Prophets in the 
money market; it is an indication of immaturity to he sure of the future’ 
(1862, p. 533). 
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to the language in which economic affairs were conducted, 
close to the data that were readily at hand. The Economist 
permitted itself no empty boxes. It employed only those 
analytic terms that carried an operating meaning to its 
readers. 'I'he most abstract and complete rendition of an 

Economist trade-cycle theory-.Chapter VI of Lombard 

Street is entitled, ‘Why Lombard Street is Often Very Dull 
and Sometimes Extremely Excited’. 

II 

Bagehot’s view of the trade cycle is worth examination 
for several reasons. It is, for one thing, better articulated 
than those of either James Wilson or of his successors; 
and we have the benefit of a chapter in Lombard Street 
addressed explicitly to the subject. Further, it was under his 
guidance that the modern Economist largely took shape. 
Echoes of his views can be heard through the four decades 
between his death and 1914. Finally, the period of his re¬ 
gime, i8t)0 77, coincides with the culmination of mid-Victor- 
ian prosperity; and if wc would contrast sharply the problems 
of two centuries it is better to look there than to the last 
tjuarter of the century, with its evident foreshadowing of 
the major economic issues of our own days. 

Bagehot, after two years of apprenticeship, became editor 
of The Economist in September i860, succeeding his 
father-in-law, James Wilson, who had died while serving 
as Financial Member of the India Council. He remained 
editor until his death in March 1877. His regime thus 
embraces fully one major trade cycle (1862-f?) and most of a 
second (1868 -79). I le drew, further, on his own considerable 
business experience, as well as upon the then meagre litera¬ 
ture of economic history. His views on the trade cycle 
developed, however, mainly from observation of the econo¬ 
mic system whose movements he professionally knew and 
reported. 

'Fhe.se views incorporate his special gifts of generalization. 
One never loses touch with the institutions Bagehot is 
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describing, nor the people who infuse them. Few latter-day 
cycle theorists, even those who have explicitly dealt with the 
so-called ‘psychological factors’, have permitted themselves 
such a bland and relevant observation as: ‘All people are 
most credulous when they are most happy.’’ The easy inter¬ 
play of persons, institutions, and theory in Bagehot’s exposi¬ 
tion makes the abstraction from it of a formal structure 
difficult, as well as something of a violation. Chapter VI of 
Ijombard Street still makes fresh reading, as do The Economist 
files themselves. 

Bagehot begins by noting the failure of mid-century 
political economists to deal adequately with the trade cycle.- 
He points simply to the central cause of that failure, a 
diagnosis most modern economists would endorse: ‘Our 
current political economy does not sufficiently take account 
of time as an element in trade operations.’ (ioods, in an 
advanced economy, arc produced for consumption at .some 
future time by persons other than the producer. P'rom this 
obser\-ation Bagehot adduces two basic elements in his 
theory: the interdependence of markets (‘the partnership of 
industries’) and the central role of expectations about the 
future,^ operating through the institutions of credit. 

Using the first of these tools he launches a lively account 
of the workings of the cumulative upswing and downswing of 
the cycle. He takes, by way of example, the effect of lean 

* Lombard Streety ed. Withers, 1931, p. 151. 

^ The existence of broadly re#;ular cyclical fluctuations was not uni¬ 
versally accepted at this time. See, for example, the letters of ’A Political 
Economist’, Econ.y 1864, pp. 1577 8 and 1428 9. ’Phis correspondent 
directly challenges the conception of any systematic general movement 
in the economic system and regards crises as unii|uely detemiined catas¬ 
trophes. 

^ lliis tribute to the entrepreneur, quoted in The Iuonomist\ memorial 
leader to Bagehot, reflects the large part allotted to expectations in his 
system (1877, p. 348): ‘Men of business have a solid judgment, a 
wonderful guessing power of what is going to happen, each in his own 
trade; but they have never practised themselves in reasoning out their 
judgments and in supporting their guesses by arguments; probably, if 
they did so, some of the finer and correcter parts of their anticipations 
would vanish. 'Phey are like the sensible lady to whom C’oleridgc said, 
“Madam, f accept y<iur conclusion but you must let me find the logic for 
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or abundant harvests—a likely detonating force—with their 
repercussions on the volume of spending for commodities 
other than foodstuffs; and he shows that they alone could 
set in motion a minor business cycle which might, however, 
require several years to work itself out, in each direction. 

'rhe second tool expectations, and thus credit—is then 
introduced: ‘Credit- the disposition of one man to trust 
another—is singularly varying.’ It is the preponderant role 
of credit that Ilagehot finds peculiar to Britain of the seven¬ 
ties, when compared with the other Great Powers. When 
the general view of the future is optimistic, credit is good, 
commodities change hands more quickly, and the volume 
of production increases. Here the banking system plays a 
major part, bridging the gap between present and future. 

'The effect of g(M)d credit Bagehot regards as a cause of 
‘real prosperity’. False prosperity comes when capital flows 
to uses which fail to produce their expected yield. Here 
Bagehot calls on rich historical illustration, including 
Macaulay on the South Sea Bubble, to indicate the credu¬ 
lousness of happy people, 'i'he clement of mania, which he 
finds present even in more discreet booms, like that which 
ended in 186b, he places as a factor setting the stage for the 
crisis and slump. 

But the mania is not deus ex machina. 1 le shows it growing 
naturally, in a modern society, from his real factors. The 
mild and general prosperity, caused by (say) a good har\est, 
increased consumer spending on non-foodstuffs, and an 
improvement of credit, brings forward idle savings eager for 
a good return. ‘Fhc forms of fixed investment which are 
thus encouraged - especially in the latter stages of expansion 
- take time to mature. In the short period, however, they 
make demands on the money market for working capital 
and upon the basic industries, which are already strained. 
(Bagehot points especially to the relative inelasticity of the 
coal and iron supply.) 'i'he consequent rise in prices and 
interest rates creates a situation different from that in which 
many medium- and long-run projects were undertaken, and 
one less favourable. The pressure exerted by ‘the sanguine 
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and ardent’ against limited financial and physical resources 
creates a prosperity ‘precarious as far as it is real, and 
transitory in so far as it is fictitious*. 

This is the setting for crisis, the chief characteristic of 
which is a general loss of confidence and a desire to reduce 
commitments. The decline can be detonated by a bad 
harvest, or a local crisis anywhere within the economy. 'I’hc 
changed view of the future spreads out from the first detona¬ 
tion, and the volume of activity, in industry and in the 
capital markets, declines. 

The limitation of decline, and then recovery, flow smoothly 
in Bagehot’s system from the description of crisis. Money 
cheapens as industrial and commercial demands fall oflF and 
commodity prices decline; credit improves as the ‘remem¬ 
brance of disaster becomes fainter and fainter’; ‘quiet 
people continue to save part of their income in bad times as 
well as in good’,' and the irritation of John Bull with 2 per 
cent, stirs the adventurous; finally a good hardest comes. 

The terms of this sketchily described dynamic system are 
familiar and modern with two exceptions: the considerable 
role of the har\’ests and the absence of the Hamlet of current 
theories—the marginal productivity of capital. 

With respect to the harvests, it appears to have been true 
of the whole period from 1790 to at least Bagehot’s day, and 
perhaps considerably later, that a good harvest was a 
necessar>' if not sufficient condition for the beginning of 

* Lombard Street, p. 143. Hagehot notes that, as between bad and good 
times, ‘people of slightly varying and fixed incomes have better means of 
saving in bad times because prices are lower’. At another prjint, however, 
Bagehot comments on the tendency for savings to diminish during de¬ 
pression ; although there is no doubt that the net result of movements on 
the supply and demand sides of the capital markets made for lower interest 
rates {Econ., 1869, p. i). in a year of depressed trade the monied 

savings of the country' are not nearly so great as usual . . . most people do 
not deny themselves their customary indulgences till they have ceased 
to save; they arrest their provision for the future before they change their 
customary life, llte small savings decline before the tea and sugar duties 
decline at all.’ As indicated below, it is a characteristic especially of 
Bagehot’s writing in The Economist that he distinguishes consistently the 
forces determining, at any moment, the volume of intended savings from 
those determining the volume of investment. And he is (|uite aware of 
the significance of their partial independence. 
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general recovery,' Bagehot depicts its operation through the 
volume of consumers’ money incomes -assumed to vary 
less than foodstuff prices—available for the purchase of 
goods other than foodstuffs.- It is possible that harvests 
in fact had their chief impact on the economy as a whole 
through the volume of food imports required, the pressure 
or easing of pressure in tlie money market, and thus on the 
rate of interest.^ In any case, repeal of the Corn Laws or 
no, the harvests were still in Bagehot’s day an important 
factor in the trade cycle, even if their part was permissive 
and contributory, rather than central. 

'I'he absence of any extended discussion of the productivity 
of new investment is, of course, itself significant; and it may 
be taken by some virtually to define the difference between the 
nineteenth-century cyclical problem and that of our own day. 
'I’he concept appears briefly in one passage as part of a 

' 'I'hc relation between the timinjj; of ^ood and bad har\csts and the 
trade c\cle is examined statistically, by application of the National 
Ikireau of Economic Research technique, in the forthcoming Grozvth ami 
Fhu'tuatiom of the British Economy^ JjfyO-7^50, directed by Dr. Arthur 
D. Ciaycr. Although the figures are not at present available to the writer 
they show consistently that good harvests tended to precede general re¬ 
vival and accompany its early stages; and that, in a number of important 
instances, bad harvests occurred in the latter stages of prosperity and the 
early stages of depression. 

- 'I'he emphasis on the effect of harvests on non-foodstufT purchases 
by the mass (»f consumers was, in part, a heritage of the fight for Corn 
Law repeal, in the early forties. 'This was recognized by The Economist, 
1864, p. 1133: ‘A bad harvest, and a consequent great rise in the price of 
fiiod, has its effect its immediate bad effect upt)n every industry in the 
kingdom. If there is any one subject which The Ecotwmist may without 
vanity call its own, and in the popularisation of which it may fairly claim 
to have been of use, it is this. Half its earlier numbers arc full of the ex¬ 
position of the effect of the then existing sliding scale in suddenly raising 
the price of corn unduly, and the disastrous effects on our own manu¬ 
facturing industry in consequence. 'I'hc price of food is so large an item 
in the outlay of most families that, when it is augmented by some 40 or 
50 per cent., of necessity there is decreased consumption of all other things, 
and the manufactures which are dependent on the consumption and pros¬ 
perity of the great mass of the working classes are one and all at once 
depressed.* 

^ 'Fhis is explicitly suggested in The Economist leaders. See, for example, 
the discussion of the consequences of the poor harvest of i860 (1861, 
pp. I 3); also (1863, p. 1205) “‘in spile of our twcellent harvest, which 
is generally the most potent of monetary agents, it (i.e., the rate of 
interest) has not fallen*. 

4827 
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capital market trilogy:* ‘In most great periods of expanding 
industry, the three great causes —much loanable capital, good 
credit, and the increased profits derived from better-used 
labour and better-used capital—have acted simultaneously.’ 
On the whole, however, Hagehot assumes, as he was indeed 
entitled to assume in the early seventies, that the opportuni¬ 
ties for profitable private investment were ample, and that 
the worst that had to be dealt with was the relatively mild 
irregularity of the rate at which they were exploited in an 
economy where investment decisions were taken by indivi¬ 
duals, acting under self-defeating common impulses. 

Ill 

The treatment in Lombard Street cannot, of course, be 
taken to represent fully either Bagehot’s or The Economist'•& 
view of the business cycle. It is a useful starting-place, and 
it suggests the considerations The Economist of the sixties 
and seventies regarded as most relevant. Chapter VI was 
written, however, for a special purpose: to explain and to 
reinforce Bagehot’s plea for the maintenance by the Bank of 
England of a larger gold reser\'e.- His trade-cycle discussion 
centres disproportionately on the significance of credit and on 
the part played by Bank and other capital market policy in 
determining the extent of its fluctuation. 

Although they echo the same crusade. The Economist's 
leading articles, taken over the course of a full business 
cycle, present a better balanced view. Bagehot became editor 
of The Economist late in i860, close to the trough of the slump 
which followed upon the crisis of 1857. 'I’he bad harvest of 
i860, and then the opening of the .American Civil War, 

* Lombard Street^ p. 143. As noted below, the scant attention given 
to investment opportunities characterizes the generalized discussion of the 
trade cycle in Lombard Street mo/e than I'he Economist itself. 

^ Lombard Street has so long and honourably held its place as the classic 
description of the institutions of the City that it may not have been fully 
realized that its campaign for a larger gold reserve at the Hank had its 
roots in a particular analysis of the business cycle; and that the measure 
was regarded, by Bagehot at least, as a means of limiting the severity of 
crisis and depression. See below, pp. 170-1. 
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postponed the coming of revival; and considerable editorial 
attention was given to an analysis of the relative stag¬ 
nation. 

In the period 1860-3, before recovery was clearly under 
way, a recurrent theme in The Economist, and one not fully 
developed in Lombard Street, was the relation between 
saving and investment.’ 

'I'hc annual savings of the country, which some statisti¬ 
cal writers are bold enough to specify, amount to many millions. 
By the most received computation—that of Mr. Porter—they 
amounted to 5,000,000 £ a month. It is only by a continually 
augmenting trade that this sum can be employed. Commerce 
must constantly extend itself in various directions, or a certain 
portion of the new capital will, of necessity, be unused. 

'Phe desirable and natural course is, that year by year the in¬ 
ventive business talent of the country should open new fields 
suflicient to employ its new capital. In cveiy year the new invest¬ 
ments that are suggested oua/tt to absorb the new capital that is 
saved. 

But in 1862, with the market still depressed— 

. . . we consider it exceedingly desirable that a considerable 
part of our spare English capital should just now be embarked in 
loans to foreign governments. We do not want the money; money 
in the open market is 2 per cent., and has been less; and foreign 
g«)vernments do want it. 

Bagehot, patently, was using the conception of an equilibrium 
balance between savings and investment that would maintain 
an even prosperity. He did not define that equilibrium in 
terms of the full income flow as it is now conventionally 
defined; but he saw the cycle as arising from the fact that the 
decisions to save and to invest were taken by different sets of 
individuals, acting under motives that were not identical. 

I'he major difference between Bagehot’s analysis and that 
of modern economists is, however, his relative lack of concern 

' 'Fhc first of these <|uotations is from The Economist, 1862, p. 254; the 
second, i860, p. i; the third, 1862, p. 879. 

4827 M 2 
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about unemployment. The focus of his analysis is ‘the value 
of capital’:' 

As we have often explained, an augmenting trade is necessary 
to a high, perhaps even to a fair, value of money. The savings of 
the country are constantly swelling the loanable capital to be dis¬ 
posed of, and, unless an increasing trade gives a new opening to 
our new resources, there will be a momentary superfluity, and a 
momentary depression in the money market in the value of capital 
for brief periods. 

That Bagchot brings his analysis to bear upon unemployed 
money and low interest rates, rather than upon unemployed 
labour, is to be taken in part, of course, to reflect the concern of 
his subscribers. But there is little doubt that unemployment 
in the depression of the early sixties was relatively mild. The 
Economist was not simply the hard-bitten advocate of the 
mid-Victorian capitalist: with res(>ect to the Nine Hours 
movement, it admitted the right of labour to wage an organ¬ 
ized fight for a larger share in profits it emphasized the 
reality and measured the extent of the distress of the workers 
in the cotton districts during the famine caused by the 
American Civil War in its early days ;^ during the boom-time 
agitation of the trade unions, in 1865, it urged the case for 
organized labour as a means of equalizing otherwise dis¬ 
parate bargaining positions in the labour market;^ it favoured 
the development of the co-operatives.® On the whole it seems 

* 1863, p. 533. It will be noted that implicit in this statement is 
the assumption that, without new investment opportunities, on an ex¬ 
panding scale, the value of capital w'ould fall over long as well as short 
periods. There is enough here, and in similar references, to make one 
feel that it is only by fifty years in one direction and seventy in the other 
that Bagehot managed to avoid the accents of the Rev. Mr. Malthus, Lord 
Keynes, and Professor Mansen. 

^ i860, p. 586. The Economist did not, however, believe that the 
reduction in the working day by one hour would result in a sufficient 
increase in efficiency fully to compensate the employer; but it was quite 
capable of regarding such an outcome with equanimity. 

^ 1862, p. 479. 

* 1865, pp. 1456-7. True to its political liberalism, however, The 
Economist also emphasized that the manner in which trade-union decisions 
were taken was not wholly democratic. It did not advance this as a 
general argument against the unions. 

* 1862, p. 480, 
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fair to take The Economist'^ lack of attention to general 
cyclical unemployment as properly indicating its lesser ampli¬ 
tude in the depression it was reporting.' 

The year 1863 was, clearly, a period of expanding pros¬ 
perity, with its repercussions now felt strongly in the heavy 
engineering trades and the coal and iron industries.^ The 
Economist recognized the widening effects of new enterprise, 
and correctly placed this phase of the cycle as part of the 
sequence, growing out of the good harv'est and cheap money 
of 1861-2; but it was not complacent. The mood of optimism 
was bringing forward a spate of finance companies and banks. 
By I'ebruarj' 1864, when the editors issued the first of the 
annual Commercial Histories, The Economist's view of these 
enterprises was already faintly jaundiced: ‘Under any circum¬ 
stances prudent obser\'ers will not fail to prepare for contin¬ 
gencies the exact date of which is alone uncertain.’^ This 
theme had been elaborated in even greater detail in the 
opening leader of 1864:+ 

Credit is the life of trade, but everj- sudden growth of new 
credit is always tainted with an admixture of evil. The late ex¬ 
tensive credit has fortunately fallen upon a period of very' prosper- 

* The reasons for the mildness of cyclical unemploNTnent, and its 
relatively minor place amon^ issues of the period, are to be sought 
not only in the high level of productivity of new investment opportunities, 
and a consequent resilience to depression, but also in two basic structural 
characteristics of the period, as compared with our own: first, industrial 
investment was a lesser clement in determining fiuctuations of the national 
income, being probably still surpassed in importance by movements in 
foreign trade, where the shorter rhythm of international exchange in 
foodstuffs, textiles, and certain raw materials dominated the scene, pro¬ 
ducing what might now be called an inventorv’ cycle; second, the period 
of gestation of most types of industrial investment (railways, of course, 
excepted) was probably shorter than it now typically is. In a sense, then, 
the modem industrial cycle impinged on a system that still had strong 
elements—perhaps equally important—of the mercantile foreign trade 
cycle as well as the age-old cycle of the harvests. 

* Sec especially 1863, p. 1246, 'Fluctuations in the Scotch Iron Trade*. 
This article traces, in some detail, the impact of business cycles on the 
iron industry, from the early forties on. It recognizes, in 1863, the 
relation betwcNm the contemporary prosperity of the iron districts, and 
previous developments in agriculture and the markets for short- and 
long-term capital. 

^ ‘Review of 1863’, p. 2. 


^ 1864, p. 2. 
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ous trade—of trade stimulated by cheap food, and, therefore, we 
may hope that the alloy of evil may not be large. Still, some alloy 
general considerations warn us to expect, and what alloy there is, 
a long period of dear money, especially of oscillating dear money, 
will be sure to display and detect. On the whole, therefore, we 
anticipate that the year 1864 will be a serious though not an 
alarming year. Our trade will probably be very large and very 
profitable, but against this we shall have to set the possible con¬ 
sequences of a long period of dear money—-the gradual detection 
of undue credit—and the gradual failure of any trade which such 
credit may have fostered or created. 

The Economist could not be accused of leading its readers 
up the garden path. 

The first of the anticipated failures came in September 
1864, when the Leeds Banking Company went down. 'Fhat 
shock, however, and concurrent difficulties caused by the 
bullion policy of the Bank of France, were successfully 
weathered. And 1865, with its revival of exports to the 
United States, was another good year. Beneath the growing 
tension of the capital markets, a general expansion in domestic 
and foreign enterprise, including a major ship-building boom, 
made for increased industrial output, higher wages, and a 
typical prospyerity outbreak of trade-union expansion, with 
strikes for higher wages widely successful. 

From late 1864, with their eyes firmly fi.xed on the middle 
future, the editors began to concern themselves with the 
developing financial crisis. In September 1864 the role of 
appropriate Bank policy with respect to the gold reser\‘e was 
re-opened 

The good of Peel’s Act is that it alarms the Bank Directors; the 
harm, that it alarms other people also; the advantage, that it 
may prevent a panic; the curse, that if it dot's not prevent, it 
enhances it. 

And in 1865 the case was vigorously put for a Bank rate 
policy that would discriminate between an internal and an 
external drain on the bullion reserve, a concept that lay 
behind Bagehot’s recommendations for Bank action during 

' 1864, p. 1195. 
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crisis.* At the same time it noted ‘the preliminary oscillation 
—the warning symptom—which suggested to every one 
under large liabilities the expediency of making preparation 
while there was yet time, and before the real crisis had set 
in’.^ Piously, in the opening leader of the next year, The 
Economist expressed obliquely the hope that its message had 
been well read in the proper quarters: "I'he management of 
the Bank of England has improved; they know that confi¬ 
dence is based on cash—that credit requires gold.’-* 

In May, however, ‘like a spark falling on tinder’. Overend, 
Ourney, and Co. failed, giving rise to a panic ‘more suitable 
to their historical than to their recent reputation’.^ The 
Bank Act was suspended and the worst of the crisis was 
soon passed; but in London, the commercial centres of the 
provinces, and the industrial areas, depression had set in. 
The Economist regarded the crisis of 1866 as having been 
generated in the credit system, rather than within industry 
or in the foreign balance:* 

.. . credit is an unsubstantial phenomenon; it is like a woman’s 
reputation; the moment it is suspected it is gone. . . . The crisis 
of iS6f> was in its essential character not a capital panic arising 
from an exhaustion of our actual resources, or a bullion panic 
arising from the excessive diminution of our national cash balance, 
but a malady of credit inherent in such credit. 

In a limited sense this was obviously true: the failure of 
Overend, Oumey was decisive. But the rapid rise of 
industrial prices in the months before the crisis and the 
tension in the labour markets indicate a general background 
of instability in all the principal areas of the economy. 

The Economist'» leaders of 1867-8, in the period of depres¬ 
sion, follow much the same lines as those of 1860-3. The fall 
in interest rates came quickly, and in the depressed state of 
enterprise money hung heavily in the market ‘ . for our 

* 1865, pp. 1266 7. ^ 1865, p. 1026. 

^ 1866, p. 2. * 1866. pp. 581 and 553, respectively. 

' 1866, pp. 613 and 818. There can be little doubt that the crisis 
of 1866, as interpreted by Bagehot, strongly affected the formulation of 
his trade-cycle theory in Lombard Street^ just as it reinforced his advocac^< 
of a larger Bank reserve. * *867, pp. 1-2. 
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present purpose, the cardinal fact is that our credit, which 
was last year so good as to raise the rate of interest by the 
ease with which it conducted money to those who could use 
it, is now so bad that it clogs up money in the hands of those 
who do not dream of themselves employing it.’ There was 
as well considerable soul-searching of the kind that followed 
most nineteenth-centuiy' panics. For three long columns 
The Economist examined the ‘Alleged Degeneration of 
England in Commercial Morality’;' and it offered this 
observ^ation to the already sorely tried country vicars, retired 
military gentlemen, and other amateur investors 

The fact is, that there is a real pleasure to the mind in slight 
pecuniary danger. It has the character of gambling and the de¬ 
light of gambling; and to that temptation experience shows very 
quiet, grave-looking people are often susceptible. 

By modem standards, however, the depression was not 
severe. It was confined to business of an enterprise character 
—‘the optional business of the country so to speak’.^ 'Fhere 
was a ‘regular continuance of profitable industiy’; and this 
contributed a steady flow of savings to the institutions of 
the money market.♦ The answer that was to be found to the 
pressure of 2 per cent., in the course of the subsequent 
five years, was clearly foreshadowed 

An old saving country like this ought to lend to new countries 
where there are no sufficient .savings to employ. \ new colony, 
with virgin soil, untouched mines, and a whole wealth of nature 
waiting to be used, ought to borrow if it can; an old country which 
has no fresh soil, and no untried opportunities, ought to lend if it 
can. We ought to send capital abroad, if we can do so safely. We 
shall thus get a good interest for our money, for virgin communi¬ 
ties can pay better than others; we shall thus get better imports, 
for the capital we lend will raise produce for civilized countries, 
and veiy much for ourselves; and we shall augment our exports, 
for we can not have these new imports without paying for them. 

In its opening leader of 1869 The Economist was able to 
note a tentative revival of confidence:^ ‘A really sound 

' 1868, pp. 1-3. ' 1867, p. 1408. 

J 1867, p. I. * Idem. 

’ 1867, p. I4I. ‘ 1869, p. 3. 
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investment is now sure of fair attention; it wiU not be un¬ 
reasonably pooh-poohed’; while the‘Review of 1870’indicated 
‘constant and full employment for the working classes’ in 
the textile industries.' With the ending of the Franco- 
Prussian War, however, the expansion took on a new and 
more intense character. Britain’s export trade increased to 
record levels, responding to the booms in central Europe 
and the United States; while the export market was further 
supported by loans floated in London on behalf of numerous 
foreign enterprises and governments. An enormous trackage 
of railways was laid throughout the world, and capital 
facilities, in Britain and elsewhere, were overtaxed despite 
their extraordinary growth in the course of the expansion. 
Prices and wages rose astronomically in the coal, iron, and 
engineering trades—‘the instrumental articles’—and, briefly, 
miners drank champagne. 


IV 

All this was explicable in the analytic terms The Economist 
had earlier developed, as was the crisis of 1873. 'I’he expansion 
of 1868 -73 been simply the greatest of the mid-century 
booms. In the years that followed, however, profits appeared 
to lose their resilience. .As early as 1877, the year of Bagehot’s 
death, the main problems of the (Ireat Depression were 
apparent and had been defined;- a strong downward trend 
in prices and profits, increased foreign competition in the 
export markets, the intensive character of new investment 
opportunities. 

In terms of public policy The Economist was to resume the 
battle of the early forties against the Protectionists. Having 
helped create the mid-century system, The Economist was 
not likely to abandon it in the face of a frightened minority. 
Its recommendations continued to run in terms of unsub- 
sidixed efficiency and enterprise; and while the forty years 
that follow'ed 1873 lacked, for Britain, the exhilaration of 
the two preceding decades, the opportunities proved 

* 'Review of 1870*, p. 32; also p. 29. 

‘ Sec especially, ‘Review of 1877*, pp. i-‘2. 
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sufficient to support a high average level of employment and 
a rising standard of welfare. 

The Economist continued, however, Bagehot’s vigorous 
campaign for a more responsible Bank of England policy. 
In general, it saw the trade cycle as an unfortunate process, 
deeply rooted in the basic procedures of the economy. 'I'he 
cycle’s chief manifestation, from The Economist's perspective, 
was the irregularity of profit margins, and that irregularity 
it was willing to accept as a toll for continued capitalism. 
It clearly recognized, however, that the Bank’s part in the 
economy was not atomistic, and that the interest rate and 
lending policy of Threadneedle Street significantly affected 
the duration of cyclical expansion and the intensity of the 
crisis and contraction. In effect The Economist of the 
sixties and seventies was still preaching, and with little 
greater success, the lessons of social responsibility defined in 
the Bullion Report of 1810. 

Bagehot wanted the Bank to keep during prosperity a 
larger gold reseive, and to respond sensitively in its interest- 
rate policy to drains upon it, especially to drains abroad. In 
its lending policy the Bank was to preserve its high qualitative 
standards, avoiding the ‘unsound’ business of the market and 
thus serving somewhat to temper the general extravagance 
of expectations. When crisis came, however, the Bank was 
to assume a more positive role. Its reseiv'e was the final rock 
on which credit might be preserved. Within the country' 
lending on good security was to proceed on an open-handed 
basis. In this way a crisis might consist, ideally, in the 
weeding out of only those investments which were unsound. 
The subsequent depression would be shorter and less intense. 
Bagehot concluded his chapter on the trade cycle in lombard 
Street by bringing the argument to this focus.' 

Now too that we comprehend the inevitable vicissitudes of 
Lombard Street, we can also thoroughly comprehend the cardinal 
importance of always retaining a great banking reserve. Whether 
the times of adversity are well met or ill met depends far more on 
this than on any other single circumstance. If the reserve be large, 
Lombard Street, p. 152. 
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its magnitude sustains credit; and if it be small, its diminution 
stimulates the gravest apprehensions. And the better we compre¬ 
hend the importance of the banking reserve, the higher we shall 
estimate the responsibility of those who keep it. 

By a modification of Bank reserv'e and lending policy, then, 
Bagehot hoped to see the trade cycle converted into some¬ 
thing approximating Mr. D. II. Robertson’s ‘slooms and 
bumps’. 'Fhat represented the limit of centralized trade- 
cycle policy The Economist of the sixties and seventies would 
support. It is significant, however, that the condition which 
justified this advocacy was that Bank policy, consciously or 
otherwise, affected the interests of the community as a whole. 
As the decades passed, the application of that criterion was 
capable of justifying, without violation of The Economist's 
liberalism, an expanding scope for centrally planned economic 
action. 


\' 

For those burdened with the prospective problems of post¬ 
war economic readjustment, a backward glance at Bagehot's 
day may appear almost wholly irrelevant, evoking, at best, a 
certain envy and nostalgia. 'I’here are obvious senses in which 
the mechanisms of Britain’s mid-century economy are, and 
have long been, inapplicable to our own day. We have aban¬ 
doned almost beyond recall a flexible interest-rate policy, 
sensitive to short-run movements of bullion in and out of the 
central bank reserve. Foreign trade and foreign investment 
will be affected substantially, both with respect to volume 
and direction, by centrally taken decisions of national policy; 
even if the relation between ‘sanguine and ardent’ promoters 
and ‘quiet grave-looking gamblers’ persists on the level of 
chancelleries. Domestic investment, and, more broadly, the 
allocation of all resources, will be more largely a matter of 
communal decision that it has been for several centuries, at 
times of peace in the western world. 'I'he peoples will un¬ 
doubtedly insist that a variety of serxices, now in large part a 
function of individual incomes, be systematically provided. 
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at minimum levels, for all. In short, a generation facing issues 
which call for consciously conceived policy of great intricacy, 
which must blue-print vast administrations and readjust 
radically the techniques and terrain of political decision, may 
be tempted to look up only briefly from the drawing-boards 
at Britain of the sixties. 

Although we would now apply diflferent and perhaps stricter 
standards of social security and welfare, its economy had one 
virtue which justifies a certain amount of current attention: 
it worked. It gave a rising standard of life to a rapidly increas¬ 
ing population; it provided a tolerable level of employment; 
its mode of operation was not necessarily inconsistent with 
democratic development at home and with international 
peace. 

The conditions of its success arc familiar, and clear in 
Bagehot’s writing, both in lombard Street and The Economist. 
The opening of new areas, and the application of new inven¬ 
tions and industrial methods, oflFered wide opportunities for 
investment; and these were exploited, with intermittent 
vigour, by persons and institutions, acting under the motives 
of private profit. machinery was provided for setting the 
order in which potential new projects were undertaken; 
and the resultant sequence of development was adequately 
rational. Crude but effective means operated to expose errors 
in foresight and judgment, and to cut the losses of individuals 
and the community. 'Fhe system as a whole was sensitive 
to changes in taste, and to what economists call changes in 
knowledge. The accepted procedures of foreign trade and 
the exchanges prevented any nation from pursuing an inter¬ 
national economic policy outside a fairly well-ordered frame¬ 
work. These remain the relevant criteria. 

Founded on the rock of expanding investment opportuni¬ 
ties, the required institutions grew with a minimum of central 
guidance or control. 'Fhat fact, however, should not blind 
us to the combination of intelligence and spirit that infused 
their operation. 'Fhe mid-Victorians believed in their system 
and its future. They felt, that the rules of the game, if 
followed, would yield benefits to themselves and to their 
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neighbours; and in the sixties the game was'sufficiently 
successful, and the rules sufficiently well kept, to give their 
vision vitality. It is only in later times that their slogans, 
when confronted with the facts, ring hollow. 

Roughly from the crisis of 1873, a new set of influences 
altered the assumptions and changed the pattern. America 
and CJermany emerged as major industrial Powers, and the 
era of Britain’s almost monopoli.stic railway building came 
gradually to a close. 'Phe physical frontier of America was 
reached. Increased powers of production and enlarged insti¬ 
tutions for the mobilization of savings made for lower profit 
yields when they confronted the existing range of investment 
opportunities. 'The flexibility of commodity prices and money 
wages was compromi.scd. Working, for the most part, in 
opposite directions, two great political forces began to affect 
the operation of the economy: the rise of the working classes 
as a political force; and the sharpening of national rivalries 
among a group of first-class Powers.' 

The operation of these forces over the past seventy years 
has shattered the institutions upon which the British economy 
of the sixties was based. Piece by piece, with almost agoniz¬ 
ing hesitation and lack of imagination, movement was made 
towards a new pattern. But even at times of greatest relative 
success -1896 to 1912, 1920 to 1929- the compromise system 
failed to impart a sense of general confidence, of movement 
fonvard. 'I'he mid-century slogans, developed out of the 
battles of 1832 and 1846, with even deeper revolutionary 
roots in the preceding centuries, were employed defensively. 
The newer ideas, often formulated in remote terms, were 
only dimly reflected in measures of economic control and 
planning, and in action towards social security and welfare. 

* As early as the ‘Review of 1879’ The Economisi noted the rapidly in¬ 
creasing; diversion of resources to annaments (p. 2): ‘In fourteen years 
the military expenditure of Europe has risen at the rate of 3 mill, a year, 
or from 117 to 160 mins., and, as far as can be judf^ed, will go on increasing 
with the same or greater velocity till arrested by some combination of 
three events, viz. (i ) a decisive victory by one or more of the Anned States 
over the other, (2) the exhaustion of the means and patience of the un¬ 
fortunate populations who bear the burden, or (3) (most unlikely of all) 
such a return of common sense as will produce a pacific policy.* 
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Those who viewed events from the older view-point were 
perennially fearful, the reformers frustrated. 

Post-war developments, especially w’ithin Great Britain and 
the United States, will not, of course, end the days of com¬ 
promise. Histor)' is not likely now, for the first time, to 
present a clean slate. 'I'he w'ar has, however, both lessened 
many inhibitions to centralized action and it has stimulated 
productive energies. While the goals of peace are not as 
simple or as easy to define as those of war, there is a wide, if 
rough, area of agreement in Britain, and, less clearly, in the 
United States. Perhaps more important, there is an impressive 
popular elan on which imaginative planners can rely for 
support. It is possible, in short, that in the decade after the 
war we may come near to resolving, in our ideas and institu¬ 
tions, conflicts which have sapped the vitality of the western 
world for some seventy years. 

If this success is to be achieved it must, clearly, be grounded 
in a spirit of individual and collective enterprise as impatient 
of some newly defined ‘2 per cent.’ as w ere the mid-Victorians. 
Bagehot’s expression of that spirit speaks strongly over the 
inter\-ening years:' 

The area for employing our capital being thus enlarged, the 
physical opportunities for it being augmented by science, the 
mental opportunities being increased by the growth of civilized 
organization and the improvement of individual intelligence, we 
must not expect to go back to the old times when capital was not 
employed, or was scarcely employed. 

' 1865, p. 62. 
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